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or HIS book is a complete treatise on the growing 
banker banking practice of imposing a monthly service 
Price charge on demand deposits that do not measure up to 
$1 00 a certain standard of profitableness to the bank. It 
° . . 
tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


Book Department 
465 Main St., Cambridge, Mass. 


Qo” 





The Publisher’s Page 


FF HAND it would not seem that prohibition reform 
was of any particular concern of the banker any 
more than any other group of citizens. JosEPH STaGG 
LAWRENCE points out, however, in an article beginning 
on page 119 of this issue, that during the past three 
years loans and discounts of member banks, the principal source 
of banking income, have declined from $18 billion to $10 billion, 
a drop of 44 per cent. Mr. Lawrence believes that prohibition 
repeal will set up certain alleviating factors which will correct 
this downward tendency in bank earnings and says in conclusion: 
“A review of the effects of prohibition reform indicates that the 
direct relief of unemployment cannot be expected, that agriculture 
on balance will benefit slightly, that a new self-liquidating 
industry may provide a general stimulus to all business and that 
the recovery of the most productive of all revenue sources will 
solve the immediate pressing needs of the Government, relieve 


ligitimate enterprise of a crushing burden and avoid the danger 
of inflation as a solution of the nation’s fiscal difficulties.” 


ARE we going back to Bryanism? Current agitation in Congress 
is very reminiscent of the days of 96 when the Great Commoner 
was making his famous “cross of gold” speech. Present-day 
advocates of the remonetization of silver claim it to be the solution 
of all our ills and an immediate cure for the depression. In an 
article entitled “Is Free Silver the Way Out?’ on page 124 
Vircit ALLEN, JR., analyzes the arguments for and against and 
concludes that a rise in commodity prices, due to other factors 
at work, will presently put an end to the current agitation for 
adoption of the bimetallic standard and other inflationary legisla- 
tion, just as the world-wide rise in commodity prices following 
the triumph of sound money in 1896 quelled the free silver 
enthusiasts of that decade. 


THE Measured Service Charge is the only way bankers can 
combat “Old Man Depression,” according to WitL1AM EpwarpD 
JOHNSON in an article entitled “Stop Stalling—and Fight!” which 
starts on page 127 of this issue. Bankers are almost universally in 


[Continued on page xIv] xl 
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favor of this reform but many of them are prone to keep post- 
poning its adoption on the theory that “now is not the time.” 
“Perhaps I am a bit skeptical,’ writes Mr. Johnson, “but I 
venture to predict that when the Angel Gabriel picks up his horn 
to summon the people on judgment day, there will be some 
banker in the crowd who will tap him on the shoulder and say 
“Tut, tut. Now is not the time!” In conclusion Mr. Johnson 
says: “Gone is the time for dilatory, hesitating tactics. Now 
is the time for Action, and the banker who takes the aggressive 
at this time will be the one who most profits during 1933.” 


se 


WHATEVER we may think of it, and whether we like it or not, 
the fact remains that the co-operative movement in this country’s 
industry is a coming factor.” So writes EK. HaypEN HU tt in an 
article entitled “The Banker’s Stake in the New Co-operative 
Movement” beginning on page 132. Mr. Hull describes in 
detail the part that the banker may play in co-operative reorgan- 
izations. ‘Co-operation in industry has come to stay,” he writes. 
“Tt fills both a human and an economic need. It is in line with 
the developments of the times.” 


Bankers have been financing the growing debt to the extent of 
four-fifths during the past two years through the purchase of 
xovernment securities. Consequently, GEorce V. McLauGHLin 
believes that they have a right to be concerned with (Federal 
finance and tells about it in an article beginning on page 135. 
“When business revival comes, with its increasing demand for 
commercial loans, banks naturally think of liquidating a part of 
these Government securities to provide the funds. But when all 
banks are doing this at the same time, the natural tendency is 
to depress the market so that it is sometimes necessary to take 
a loss on the securities sold.” 
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Editorial Comment 
THE DEMAND FOR BANKING REFORM 


form are thicker than autumnal 
leaves in Vallombrosa’s vales. They 
originate from all sources. Youths fresh 
from college have a sure remedy for 
every banking ailment. Fortunately, 
here and there, a still small voice is 
heard endeavoring to point out what 
really are the tried and safe principles 
of banking. And the banker who has 
learned these principles and observed 
them has had the satisfaction of seeing 
his bank weather the severest storm it 
has ever known. 
Some of the numerous plans for bank- 
ing reform are not lacking in merit. But 


Pe = ae for banking re- 


almost without exception they miss the 
main point and are defective in that 
they rely too much on the corrective 
power of legislation. 

What is this “main point” that bank- 


ing reformers overlook? In one sense it 
has nothing to do with banking and in 
another everything. 

Upon what is the banking structure 
built? Upon business — manufacturing, 
trade, all the varied commercial activi- 
ties of our people. If this is the real 
foundation of banking, how can it be 
expected that a safe and enduring struc- 
ture can be built upon other than a solid 
base? 

Safe banking calls for the safe and 
profitable conduct of farming, manufac- 
turing and merchandising, and in all 
these lines today there is widespread evi- 
dence of this lack of safety and profit. 
Is it not, therefore, reasonable to ex- 
pect that banking—drawing its very life 
from these sources—should be seriously 
affected by the deranged conditions in 
industry and trade? Even in these mod- 
ern times men do not gather grapes 
from thorns nor figs from thistles. 


Only to the extent that the banks have 
nurtured these unsound conditions are 
they to be held responsible for. their 
blighting results. Conceding that they 
may have done this to a considerable ex- 
tent, surely it would be unreasonable to 
charge them with all or even a major 
share of the responsibility for the de- 
rangements that exist in trade and in- 
dustry. It will be pointed out, and with 
justice, that many banks have weathered 
the hurricane, and that this constitutes 
an irrefutable argument for stronger 
banks. But it will be found that many 
of the banks that have withstood this 
terrible ordeal have narrowly curtailed 
one of their important functions, the 
granting of credit. This restriction does 
not arise from lack of funds, but from 
lack of confidence in the seeker for 
credit. In short, that the uncertainties 
of business have, to a considerable extent, 
paralyzed one of the chief functions of 
banking. 

Furthermore, there is too much reli- 
ance being placed on legislation as a 
corrective of banking ills. But we al- 
ready have more banking laws than any 
country in the world, and more bank 
failures. England, with few or no bank- 
ing statutes, is exempt from such calami- 
ties. The character of the people them- 
selves, the sound traditions established 
through centuries, a high standard of 
banking ethics—these are greater safe- 
guards than the most stringent legal 
regulations. 

Let bankers bear whatever share of 
blame properly belongs to them for the 
partial discredit that has fallen upon 
them, but do not seek to place upon 
them a stigma that is undeserved. And 
above all, while so industriously seeking 
for banking reforms—some of which are 
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unquestionably desirable—let it not be 
forgotten that such reforms will fail of 
their full beneficial effects unless they are 
accompanied with the betterment of that 
upon which banking rests—the produc- 
tion and trade of the country. 


MORTGAGE INDEBTEDNESS 


HE situation growing out of the 
dificulty of mortgage-debtors to 
meet their obligations is attracting 
much attention. In some of the farming 
sections of the country forcible resist- 
ance to foreclosure sales has appeared. 
While the farmers, on account of low 
prices for their products, are in a worse 
position than the city debtor, the plight 
of the latter is by no means pleasant. 
Even in our largest and most properous 
cities those owning mortgaged property 
are, in many instances, unable to keep 
up payments of taxes and interest, while 
at the same time they are being called 
on to make reductions on principal. Un- 
der these circumstances it is but natural 
that mortgagees should take fright and 
seek to secure themselves. Unfortunately, 
their attempts in this direction, while 
quite natural, make a bad situation 
worse. 

As a practical matter, it is not easy 
to understand how mortgagees are to be 
much benefited by foreclosures under 
present circumstances. True, they may 
acquire property at much less than its 
real value, and if they can hold it long 
enough an advantage will be gained. 
But by forcing liquidation at the present 
time they are taking a course which will 
of itself operate to postpone for a long 
time to come this revival of real estate 
values to which they must look for their 
ultimate security. Meanwhile, the prop- 
erty acquired under foreclosure cannot 
be operated at a profit nor sold for a 
satisfactory price. About the only im- 
mediate advantage accruing from fore- 
closure is that tax delinquencies are 
ended, these being met by the mortgagee 
who has acquired the property. Noth- 
ing may be lost on interest, since pay- 
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ments on this account had already been 
suspended. 

Of course, where the mortgagee does 
not acquire the property, but where it 
is sold for a sufficient sum to pay off 
the debt, the situation is different. The 
funds received may be otherwise invested 
or held in reserve awaiting more favor- 
able conditions. 

The mortgage situation, both in the 
farming sections and in the cities, is of 
deep interest to the insurance companies 
and the banks, as these institutions are 
heavy investors in mortgage securities. It 
can well be believed that they are more 
concerned in seeing a general revival of 
business which would restore the value 
of these investments than they are in 
adding to the distress of debtors or in 
acquiring a lot of real estate which 
could not, for the present at least, be 
put to profitable uses. 

Relief to mortgage-debtors might come 
from several specific sources. In the 
first place, substantial reduction of taxes 
on farm and urban property would help 
greatly, although the prospect of imme- 
diate relief from this source on any con- 
siderable scale is not promising. Inter- 
est rates on mortgage debts could be re- 
duced, and this course would not only 
assist the debtors but creditors also, on 
the principle that the half-loaf is better 
than no bread. 

But the demand for relief is likely 
to go much beyond these simple reme- 
dies. Insistence on a marked scaling 
down of principal sums may be expected. 
Again, as in the case of the interest 
rate, the real question from a practical 
standpoint is as to whether mortgagees 
would be in a better position by accept- 
ing outright a scaling down of their 
claims, or by making foreclosures which 
might either fail to reimburse the prin- 
cipal sums or transfer ownership of the 
mortgaged property to the creditor. This 
is a very practical question which lend- 
ers of money on real estate may be 
called on to decide. They will quite 
naturally oppose a course that will de- 
prive them of the return of amounts 
loaned on real-estate security. But while 
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they may not voluntarily accept such 
scaling down of their claims, they may 
have to consent to it as a matter of com- 
pulsion or accept the alternatives above 
indicated. As to which would be the 
better course, it is no purpose here to 
assert. 

There are some grounds on which a 
scaling down of interest rates and of 
principal sums of mortgages might be 
defended. Investors in bonds and stocks 
have very generally suffered losses of 
interest, principal and dividends. Should 
the holders of real-estate mortgages un- 
dergo the scaling-down process, they 
would then be on a level with other in- 
vestors. The reply to this sophistical 
argument is that it is precisely for the 
reason that mortgages are exempt from 
such losses that they have acquired such 
a high degree of favor with institutions 
and with careful investors, and to im- 
pair this confidence would be to strike 
a blow at one of our most reputable 
types of securities. 

An argument that is more valid, at 
least for the reduction of interest rates, 
is to be found in the fact that, owing to 
the general fall of prices, the investor 
is now getting a much greater return 
than he bargained for, and that he would 
experience no actual loss were his rate 
of income substantially cut. But even 
this contention would fail should the 
general price level rise. 

The Constitution of the United States 
declares that Congress shall make no law 
impairing the validity of contracts. This 
provision may prove a legal barrier 
against legislative relief to mortgage 
debtors by the scaling-down route. 


KEEPING CLEAR OF UNSOUND 
DEVICES 


REAT concern for a return to 
GG more prosperous conditions may 

be offered as an explanation for 
some of the proposals now being made 
to bring about this desirable result. 
These suggestions are varied in charac- 
ter, though in the main they look to 
some sort of monetary scheme as the 
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readiest means of affording relief. It is 
suggested that prices be raised by cut- 
ting the gold dollar in half, by issuing 
some billions of Government paper 
“money,” by buying $250,000,000 of 
silver, to be paid for in Federal Reserve 
notes, or by a huge bond issue to pro- 
vide funds for public works. 

That any of these schemes will be 
adopted does not seem probable, but the 
country needs to be warned that in a 
long-continued period of distress meas- 
ures that would in other times receive 
scant consideration are likely to be 
looked on with a considerable degree of 
favor. 

Reviewing the measures heretofore 
taken to ameliorate the depression, it 
will be seen that we have already gone 
far in the direction of affording relief 
by governmental instrumentalities. But 
we have thus far preserved the gold 
standard, which now seems in no danger, 
whatever may have been the situation 
last summer. Nor have we as yet re- 
sorted to outright currency inflation. The 
change in the law permitting a wider 
use of Government bonds as security for 
bank notes has not greatly changed the 
volume of currency, but merely altered 
its form to some extent. An easy-money 
policy on the part of the Federal Re- 
serve, while adding to the potential 
volume of bank credit, has not been 
effective in translating this czedit power 
into bank loans. Activities of the Re- 
construction Finance Corporation, while 
no doubt highly beneficial in staying the 
progress of deflation, and in preventing 
bank failures, are probably continuing 
beyond a point that can be regarded 
with satisfaction. 

A slow and painful process of re- 
covery seems to be taking place. Any 
effort to hasten this process by measures 
essentially unsound and dangerous 
should be carefully watched. When re- 
covery takes place, which all must hope 
will be reasonably soon, it should come 
out of conditions that presage a health- 
ful state, and not as the result of the 
employment of remedies sure to have a 
debilitating effect. 
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HELPING THE FARMERS 


OLLOWING the disastrous at- 
FE tempt of the Federal Farm Board to 
bring prosperity to the farmers, it 
was to be expected that fresh legislative 
devices would emerge with the same ob- 
ject in view. The latest and most ambi- 
tious of these schemes to be launched 
from Washington—the great source of 
farm relief—is the Domestic Allotment 
Plan, or National Emergency Act ac- 
cording to its later designation. This 
scheme has been so thoroughly venti- 
lated in the newspapers that no addi- 
tional description of it is required. 
Essentially, it is a device to tax the 
community for the theoretical benefit of 
the farming group. In return for this 
supposed advantage the farmers are to 
make certain reduction in the acreage 
of crops the measure is designed to help. 
To one not gifted with the superior 
clarity of vision which the atmosphere 
of Washington confers, it would seem 
that artificial means for raising the prices 
of farm products would operate to in- 
crease the acreage devoted to such prod- 
ucts, and that low prices would have the 
desired effect of curtailing production 
without the necessity of resorting to a 
scheme so complex as the Domestic Al- 
lotment Plan, or its more ambitious suc- 
cessor, the National Emergency Act. 
Unfortunately, to attain the desired end 
in this natural manner would result in 
additional loss to the farmers, already 
heavily burdened. It is, however, ques- 
tionable whether the farmer is to be 
really helped by taxing his customers. 
For it must not be forgotten that the 
consumers of farm products who are not 
producers of this class of commodities 
are already suffering from reduced in- 
comes, from unemployment and heavy 
taxes. Actual distress in the large cities 
of the country is greater than on the 
farms. 

Doubtless increased prosperity for the 
farmers, as for all others, awaits the 
general revival of business. How such 
revival is to be brought about does not 
yet appear. Skepticism must be ex- 


pressed as to the efficacy of achieving 
this highly desirable end by taxing one 
portion of the community for the bene- 
fit of a group, however large in num- 
bers and necessitous in circumstances. 
This distrust finds support in the demon- 
strated futility of similar attempts. 


TWO ROADS—WHICH SHALL 
WE TAKE? 


ARELY does anyone attempt a 
R solution of present difficulties 
without stating that “we are at 

the parting of the ways.” This expres- 
sion is a survival of the more poetical 


form stated by the girl just graduating 
from high school: 


“Standing with reluctant feet 
Where the brook and river meet.” 


But, hackneyed as the expression may 
have become, there is extenuation for 
employing it now, for this country, in 
some of its vital policies, now has the 
alternative of choosing one road or the 
other. One road is that of national 
self-sufficiency, and the other that of in- 
ternational relationship. The disposi- 
tion to follow the first road has much in 
its favor, and the disappointments and 
disillusions consequent upon our travel 
along the other highway are such as to 
make further excursions in that direc- 
tion uninviting. Take our war experi- 
ence as an example. We threw billions 
of money and millions of men into the 
contest on the Allied side. Strange as 
it may seem, this effort has measurably 
estranged from us the very countries we 
sought to assist, while the “enemy” we 
helped to defeat preserves toward us an 
attitude of studied friendship. 

Economists are fond of stating that 
the United States, with its vast and 
varied resources, is more nearly self-suf- 
ficient than any other country. They do 
not insist, however, that we could well 
get along without imports from other 
lands. Our dependence upon foreign 
sources for rubber, cocoa, tea, coffee, 
sugar and tin—to name but a few ex- 
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amples—are well understood. For some 
or all these commodities we might find 
substitutes, but at the loss of much valu- 
able time and of money as well. 

A mild illustration of the desire for 
national self-sufficiency has come to 
light in the slogan, “buy American.” 
Those who are using it fail to see that 
a similar cry can be raised abroad, the 
result being further exclusion of Ameri- 
can products from foreign markets. 

Irrespective of the abstract merits of 
protection and greater freedom of inter- 
national trade, we seem to have made 
an inopportune application of the pro- 
tective principle. As a result of our 
huge foreign loans, made during and 
since the Great War, we acquired im- 
mense command over the goods and 
services of other countries. These we 
have refused to take. The result is that 
we seem bound to lose a large part of 
such investments. We prefer that the 
loans be not paid at all, rather than to 
accept payment in the only possible way. 
The effect has been the further impover- 
ishment of our debtors by our insistence 
on impossible means of payment. They 
have been made poorer by this policy. 
Have we been made richer? 

An individual who saves and invests 
is made richer. Is it any different with 
a nation? Had we taken in goods and 
services the income on account of princi- 
pal and interest of our foreign loans, 
would our present position be better or 
worse? The condition of our debtors 
would have been improved, and this im- 
provement would have reflected itself to 
some extent on our own trade and pro- 
duction. It is not so clear that the in- 
flow of a large amount of foreign goods 
would have been welcomed by our man- 
ufacturers, even though the country as 
a whole might have gained by the trans- 
action. Some lines of production, espe- 
cially those not particularly strong, 
would have suffered, possibly to the 
point of extinction. But we should 
probably not have seen any great influx 
ct typewriters, automobiles or other 
products where our superiority is well 
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established. Exports of some products 
would have been stimulated. 

One fact seems to have been lost 
sight of in the discussion of this prob- 
lem. And it is this: the exports due to 
our large foreign loans have been made 
already, and the profits derived from 
this huge volume of exports have been 
realized ‘by manufacturers, bankers, 
wage earners and all other classes of 
our people. It should have been evident 
when these loans were made, and in the 
form of exports, that they must, broadly 
speaking, be balanced by a correspond- 
ing volume of imports. Refusal to rec- 
ognize this obvious fact has caused great 
confusion. At present, with our own 
markets over-supplied with domestic 
products, the additional glut that would 
follow large imports makes any proposal 
for an increase of imports inopportune, 
to say the least. But conditions ‘may 
change. 

The theoretical and actual benefits of 
protection need not be challenged, but 
it should have been apparent that our 
foreign investing was bound to place us 
in a position where imports must be en- 
larged if the debts were ever to be paid. 


THE UNPROFITABLE CHARAC- 
TER OF SOME LARGE 
ACCOUNTS 


vice for enticing the ordinary citi- 
zen to open a checking account, 
the banks—not all of them did this— 
are now finding such accounts unprofit- 
able, and are either weeding them out 
entirely or striving to make them profit- 
able by imposing what is euphoniously 
styled a “service charge.” To the policy 
of making all accounts show a just re- 
turn for services rendered no objection 
can be urged. It has been well said that 
an unprofitable bank is, or destined to 
become, an unsound bank. If the han- 
dling of small accounts on an unprofit- 
able basis contributes to this unsound- 
ness, manifestly the practice should be 
discontinued. 


A FTER having used every known de- 
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But while the losses due to the han- 
dling of small accounts are a source of 
worry to the conservative banker, he 
cannot have failed to observe that the 
losses on some large accounts probably 
foot up more than the leakages from the 
smaller source. Loans made to great 
financiers are, in not a few cases, turn- 
ing out badly, with losses that must 
aggregate a sum which would require 
the deficits on many small accounts to 
equal. 

The losses on these large loans bring 
to mind the real security back of bank 
credit. A high banking authority once 
declared character to be the best form 
of collateral. And from time to time 
bankers of the conservative type have 
admonished their brethren not to put 
an excessive degree of confidence in the 
collateral pledged for a loan, but vigi- 
lantly to examine the character of the 
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borrower and the nature of his enter- 
prise. 

This safe rule seems to have been 
neglected in the making of some loans 
of large amounts. The banks yielded 
to the spell of a great name, or put 
their trust in the collateral offered. In 
several notable instances the great name 
has become dimmed and the collateral 
has shrunk to almost unrecognizable 
proportions. 

All of which is not a matter for scorn, 
much less for rejoicing. It merely goes 
to show that he of the glass eye is only 
human after all, and given the right con- 
ditions can be deceived as others can. 

Still, since so much has been said 
about the losses on small accounts, it 
may not be amiss for the banks to re- 
mind themselves occasionally of the pos- 
sibility of even greater loss in another 
direction. 


“People are beginning to realize that only by 


work, economy and saving can we right our con- 


dition. 


We have been too prone to run to the 


Government for help. We must return to the 
precepts of self-reliance and courage of our fore- 
fathers and work out our own salvation. The 
most important contributing factor to the return 
of better times is the necessity to live within our 
incomes; this applies with especial force to our 
nation, states and cities—their budgets must be 
balanced. We must abandon the fallacy that a 


small percentage of the population can supply 
the money to operate the Government.”——Percy H. 
Johnston. 





Prohibition Reform and the Banker 


Why the Banker Has a Direct Interest in Prohibition Reform 
and How It Concerns Him 


By JoseEPpH StacG LAWRENCE 
Editor, Bradstreet’s Weekly 


reform may be indicated by citing 
some of the salient effects of the 
past three years upon his position as a 
banker. During these years loans and 
discounts of member banks, the principal 
source of banking income, have declined 
from $18 billion to $10 billion, a drop 
of 44 per cent. This income has two 
dimensions, the base upon which the 
yield is reckoned and the rate at which 
it accrues. According to the Federal 
Reserve board the average rate charged 
on customer's paper by banks outside of 
New York City has declined from 6.07 
per cent. to 5.21 per cent. On the loans 
and discounts outstanding at the end of 
the year this alone would indicate a de- 
cline of 571.6 million in gross revenue. 
The banker’s investments have fared little 
better. It is true their volume has held 
up as he has reduced his loans and 
placed himself in a more liquid position 
to meet the possible demands of his 
clients. However the movement from 
risk to liquidity has been a movement 
from high-yielding to low-yielding issues. 
This has been particularly notable in the 
case of short term securities of which 
the Federal Government has recently 
floated issues at a rate of less than one- 
fifth of one per cent. Tragedy of an- 
other sort has marked the security port- 
folio. Approximately 20 per cent. of 
the foreign dollar bonds and fifteen per 
cent of the real estate bonds have de- 
faulted, with lesser defaults among in- 
dustrials, utilities, rails and municipals. 
The toll of the banks which have closed 
during the past three years marks a 
funereal chapter in American banking 
history. 
If there is any reasonable proposal 


Ts banker’s interest in prohibition 


which can halt this ugly story and re- 
verse the trend it is patently of great 
interest to the banker. It is for this 
reason that prohibition reform has at- 
tracted his attention. He now hears as 
much about the therapeutic qualities of 
repeal as he heard during the preced- 
ing decade from the drys concerning the 
value of the noble experiment. The ex- 
tremists among the latter with charac- 
teristic modesty claimed full credit for 
all that Coolidge prosperity connotes as 
one of the special boons of the great 
social adventure. Now an equal chorus 
rises claiming that the road to prosperity 
is lined with beer, wine and other spirit- 
uous flowers. Entirely aside from the 
social or moral merits of the question 
what are the facts? What effects may 
reasonably be anticipated from a repeal 
of prohibition and the legalization of 
alcoholic beverages? 

The answer may be pursued along 
four more or less distinct lines of in- 
quiry, the first on employment, the 
second on agriculture, the third on busi- 
ness enterprise and the last on govern- 
mental revenue. Perhaps the advocates 
of prohibition reform may be pardoned 
for their inclination to paint the benefits 
of the change in the brightest possible 
colors. In view of the seriousness of un- 
employment it is good policy to exploit 
such possible alleviation of this problem 
as prohibition repeal may seem to offer. 
Furthermore, if the champions of repeal 
tend to overstate their case they seem 
able to find ample precedent in the tac- 
tics of the drys. At the time prohibi- 
tion was being considered by Congress 
as a wartime measure, Irving Fisher 
with all the esoteric trimmings of a 
scientific demonstration alleged that 94,- 
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400 thousand bushels of grain were used 
in making beer and distilled liquors, 
that this required 7500 thousand acres 
of the best farm land and the full time 
of 1200 thousand men. As a comment 
on this it might be said that the total 
improved acreage of the country is ap- 
proximately 500 million acres and the 
number of gainfully employed in agri- 
culture 10,000 thousand. Omitting cer- 
tain compensating factors such as the 
increased consumption of milk and the 
amount of grain used in the production 
of illicit liquor the cultivation of the 
7500 thousand acres can account for 
only 150 thousand farm workers. The 
census of 1910 reports 101 thousand 
bartenders and 68 thousand saloon 
keepers. An unofficial estimate places 
the wage earners in the manufacture of 
beer, wine and spirits at 70 thousand. 
Again assuming that there was no off- 
setting increase in employment in slak- 
ing the illegal thirsts of our citizens and 
ignoring the prohibition personnel, the 
increased coast guard, the local enforce- 


ment officers and the growth of employ- 
ment in the administration of dry justice 
the maximum possible jobs lost through 


prohibition is 390 thousand. This is 
three-quarters of one per cent. of those 
gainfully employed according to the re- 
ports of the last census and is less than 
4 per cent. of the present total of un 
employed. 

Consider the other side of the employ- 
ment picture. Legalization of alcohol 
will mean its production and distribu- 
tion under the most efficient modern 
methods and with full sanction of the 
law. How many jobs it will destroy by 
depriving prohibition agents, grafters, 
strong-arm gorillas and the major and 
miner personnel of the bootleg industry 
of employment is difficult to estimate. 
The convictions under the Volstead Act 
will shed some light on the magnitude of 
the surreptitious army of evasion. In 
1928 these totaled 58,813 and in 1929 
56,546. There is some duplication here 
because only a third of those convicted 
were sent to jail. On the other hand, 
it is estimated that only 5 per cent. of 
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bootleg liquor is seized by the Govern- 
ment. If we assume that arrests have 
the same ratio, i. e., 5 per cent., to total 
personnel employed, more than a million 
workers must be engaged in the illegal 
production and distribution of liquor. 
It is interesting to note in this connec- 
tion that the total staff required for the 
supervision, administration and distribu- 
tion of liquor in the Province of Ontario 
is 1146. Our conclusion on this point 
is that prohibition repeal by destroying 
an outlaw industry, by eliminating ef- 
forts to suppress it, by permitting pro- 
duction and distribution under the most 
efficient methods will aggravate rather 
than allay the problem of unemploy- 
ment. 

No single group in the country is 
more in need of new sources of demand 
for its products than agriculture. With 
shrinking foreign markets, changing food 
habits, decline in the use of horses and 
greater productive efficiency the farmer 
faces a perfect combination of unfavor- 
able circumstances. What has prohibi- 
tion repeal to offer him? In the seven- 
year period 1912-18 the distillery in- 
dustry used between 2 and 3 per cent. 
of the total American grain crop and 
breweries about one-third of the barley 
crop. Let us see what happened to some 
of the prospective beneficiaries of pro- 
hibition repeal. Consider barley. In 
the decade before prohibition the three 
bumper barley crop years were 1912, 
1915 and 1918 with an average produc- 
tion of 236,300 thousand bushels. In 
the three-year period 1928-30 average 
production was 328,757 thousand, an 
increase of 39.12 per cent. The answer 
is that barley has found new uses and 
its production has increased in spite of 
prohibition. Our present consumption 
of beer on a per capita basis is only one’ 
quarter of the pre-prohibition period. 
Allowing for a resumption of normal 
beer drinking and for the barley now 
being used in home brew and speakeasy 
beer it is reasonable to expect an in’ 
creased demand of 60 million bushels of 
barley with better premiums on the finer 
grades. If this results in the displace 





THE BANKERS MAGAZINE 


ment of an equal quantity of wheat it 
will constitute a real gain for the farmer. 

The resumption of legal production 
and distribution of spirituous liquors 
will not, on balance, affect the farmer. 
During the ten years preceding prohibi- 
tion the annual per capita consumption 
of pure alcohol was 1.60 gallons. A 
careful estimate made in 1928 showed 
that this consumption had increased to 
2.10 gallons. The most striking effect 
is to be noted in the consumption of 
corn sugar, which is a popular source 
of bootleg alcohol. In 1919 157.3 million 
pounds were consumed and by 1929 this 
had increased to 896.1 million. Fully 
600 million pounds of this increase was 
unaccounted for and could only have 
been used in the manufacture of alcohol. 
Unless repeal increases the per capita 
consumption of alcohol it is not likely 
that any further benefits will accrue to 
the farmer. 

On the other hand he will be called 
upon to make some sacrifices. In many 


parts of the country, particularly the 


South, peaches, apricots, apples and 
corn are being marketed by the gallon 
and constitute a source of ready cash 
for the farmer. Much of this profitable 
trafic will suffer if the state again coun- 
tenances the open production of spirits. 
The grape industry has flourished under 
prohibition. Production which in 1909 
was 2265 million pounds and in 1919 
2517 million pounds had increased to 
4737 million pounds in 1930. Wine 
consumption has increased 120 per cent. 
during the dry era. How much this 
industry will suffer as a result of pro- 
hibition modification is problematical. 

It must be concluded that the direct 
benefits of reform to the farmer will be 
confined almost entirely to the increased 
demand for barley, which may call for 
an additional 2400 thousand acres of 
land. It is an excellent opportunity for 
— farmers in a position to make the 
shift. 

The effect of repeal on industry will 
come from the creation, virtually anew, 
* another industry and the relief which 
revenue on alcoholic beverages will pro- 
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vide for all forms of business. The 
value of brewing property in 1914 was 
$792,914 thousand and that of the dis- 
tillers $91 million. The greater part of 
this has been junked and that which has 
been maintained will require extensive 
repairs and modernization. In view of 
the fact that construction costs are still 
58 per cent. above the 1913 level, that 
plant and equipment will have to be 
erected expeditiously and that the needs 
to be served are greater than in 1914 it 
is a conservative estimate that repeal 
will necessitate new construction and 
equipment in a very short time of $1250 
million. This is equal to total new con- 
struction of all kinds for the first nine 
months of the current year and exceeds 
aggregate public works and utility con- 
struction for the entire year 1931. The 
change will have a stimulating effect: on 
certain directly related lines such as 
cork, glass bottles, malt and cooperage 
In 1914 there were 97 establishments 
employing 1,989 workers engaged in the 
production of malt. In 1927 the num- 
ber of establishments had been reduced 
to 23 and wage-earners to 500. In 
cooperage the corresponding figures 
were 1259 establishments in 1914 and 
528 in 1927 with a reduction of workers 
from 17,128 to 11,455. 

By all odds the greatest gift which 
repeal can bestow on the nation is relief 
from the leech-like and enervating de- 
mands of the tax-gatherer. In adopting 
prohibition this country deliberately 
tossed away what has been the greatest 
single fiscal resource of practically every 
country in the world. Great Britain 
collected total liquor revenues in 1928 
of $693.4 million, amounting to a per 
capita tax of $14.93. This accounted 
for 20.1 per cent. of her total tax reve- 
nue and exceeded her combined expendi- 
ture for army, navy and air service by 
$100 million. A corresponding levy upon 
the American public would result in an 
annual yield of $1867 million, approxi- 
mately one-half the total tax receipts 
of 1929. It should be compared with 
the total Federal receipts for the first 
quarter of the 1933 fiscal year, $437,- 
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U. S. INTERNAL REVENUE RECEIPTS (THOUSAND DOLLARS) 


Year 
1914 
1920 
1930 


Total Liquor 
380,009 226,180 
.-5,407,580 139,871 
. 3,040,146 11,695 


59.52 


151,306. In other words a liquor tax 
in this country, no greater than that 
borne by the average Englishman with 
an income less than half as great as that 
of the American, would yield revenues 
approximately equal to the present Fed- 
eral tax from all sources, except customs. 

The above table shows the fate of 
liquor as a source of revenue in the Fed- 
eral budget. 


P. Ct. Tobacco 
79,987 21.05 
2.59 295,809 
0.39 450,339 


Income & All 
Estates P.Ct. Other 
71,381 18.78 2,461 
5.47 4,060,572 75.09 911,328 

14.81 2,475,029 81.41 103,083 


P. Ce. P. Ge. 


0.65 
16.85 
a9 


time prohibition took effect. In 1919 
15 states with a population of 50,257,- 
517 permitted the sale of alcoholic bev- 
erages. If these states alone again per- 
mitted the sale of liquor and the Federal 
excise rates in force in 1919 and never 
repealed were applied to a per capita 
consumption equal to the average of the 
entire country for the period 1910-14 
they would yield $1,010,474,593. If 


1929 
ESTIMATED EXPENDITURE ON ALCOHOLIC BEVERAGES 


Consumption 
per Capita 


Gallons 
790,000,000 
110,000,000 
200,000,000 


In a typical pre-war year liquor reve- 
nue provided three-fifths of total Fed- 
eral receipts from internal revenues, ap- 
proximately three times the tobacco 
yield. Income and estate taxes con- 
tributed 18.78 per cent. of the total. In 
1930 liquor contributed 0.39 per cent.; 
tobacco 14.81 per cent., and the income 
and estate tax 81.41 per cent. In 1931 
prohibition enforcement cost approxi- 
mately $51 million and liquor yielded a 
revenue of $12 million. 

Another approach is possible by con- 
sidering the revenue situation at the 


Retail 
Cost 
$6.50 $0.50 
.90 2.30 
1.65 11.00 


Total Cost 
$395,000,000 

253,000,000 
2,200,000,000 


eo $2,848,000,000 


this were extended to apply to the entire 
country the yield in round figures would 
be $2140 million. This should be com- 
pared with the yield of income taxes in 
the fiscal year 1929-30 of $2411 million 
and the anticipated (already revised) 
yield under the new schedule for the 
year 1932-33 of $1100 million. 

The saddest part of the whole prob- 
lem is the fact that this enormous reve- 
nue is already being paid, but instead 
of going to the Federal Government is 
granted as a subsidy to an industry 
which has corrupted American civic 


POSSIBLE REVENUE FOR 1933 FROM LIQUOR 
Fifteen States 


WINE 
24,445,215 gallons at $0.20 
12,222,607 gallons at 


Total wine tax 
MALT LIQUORS 
40,176,897 barrels at $6.00 
SPIRITS 
89,225,043 proof gallons at $8.50 


Total 15 states 


Consumption 
4,889,000 
6,111,000 
$11,000,000 
241,061,000 


758,413,000 


$1,010,474,000 
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UNITED. STATES 


WINE 


51,791,000 gailons at $0.20 
28,895,000 gallons at 


Total wine tax 
MALT LIQUORS 
85,121,000 barrels at $6.00 
SPIRITS 
189,903,000 proof gallons at $8.50 


Total Wnited States 


morals — possibly beyond repair. The 
table on the previous page shows the 
conservatively estimated expenditures of 
this country in 1929 upon liquor. 
Good beer can be produced and dis- 
tributed at $0.40 a gallon, wine at $1.00 
a gallon and whiskey at $1.50 a gallon. 
Carrying out our calculations on this 
basis we find that the nation in 1929 
paid a tribute of $2122 million to the 
bootleggers and their criminal satellites. 
An expenditure no greater than that of 
1929 will yield a Federal revenue which 
will solve for the time being all the fis- 
cal problems of the Federal Government. 
It will release an equivalent amount of 


Consumption 


$10,358,000 
12,948,000 


$23,306,000 
510,723,000 
1,606,806,000 


$2,140,836,000 


income for the requirements of business 
and remove a profoundly corrosive in- 
fluence from American life. 

A review of the effects of prohibition 
reform indicates that the direct relief 
of unemployment cannot be expected, 
that agriculture on balance will benefit 
slightly, that a new self-liquidating in- 
dustry may provide a general stimulus 
to all business and that the recovery 
of the most productive of all revenue 
sources will solve the immediate press- 
ing needs of the Government, relieve 
legitimate enterprise of a crushing bur- 
den and avoid the danger of inflation as 
a solution of the nation’s fiscal difficul- 
ties. 


“There was a time when I did not favor a 


manufacturers’ excise tax. 


normal sources of 


revenue 


But at a time when our 
from excises and 


customs, supplemented by income and inheritance 
taxes imposed at war-time rates on not more than 
2,500,000 people out of a nation of 120,000,000 
are inadequate to supply the necessary revenue, 
the objections ordinarily urged against the manu- 
facturers’ excise tax do not seem to me to remain 


valid.” —Ogden Mills. 





Is Free Silver the Way Out? 


Remonetization Being Urged as a Means of Raising the Price 
Level 


By Vircit ALLEN, JR. 


a fixed ratio to gold has again 

been urged upon Congress. Bills 

providing for the free coinage of gold 

and silver have been introduced in both 
the House and Senate. 

A proponent of one of these bills has 

said: ““We are practically the only great 


Rt fied ratio t0 of silver at 


fore the Democratic National Conven- 
tion in 1895 in which he concluded: 
“We shall answer their demands for a 
gold standard by saying to them, you 
shall not press down upon the brow of 
labor this crown of thorns. You shall 


not crucify mankind upon a cross of 
gold.” 


“We shall answer their demands for a Gold Standard by 
saying to them, you shall not press down upon the brow of labor 


this crown of thorns. 


You shall not crucify mankind upon a 


cross of gold.”—Walliam Jennings Bryan in 1896. 





“This depression cannot end while the bankers hold the price 
level of commodities down, with its attendant unemployment, 
by means of their control of the purchasing power of money and 
credit.”—Proponent of Free Silver in 1933. 


commercial gold standard nation today, 
and if our bankers are successful in 
keeping us on the gold standard, it will 
mean a prolonged depression with mil- 
lions suffering hunger and cold and 
thousands dying the slow death of mal- 
nutrition. This depression cannot end 
while the bankers hold the price level of 
commodities down, with its attendant 
unemployment, by means of their con- 
trol of the purchasing power of money 
and credit.” 


BRYAN’S FRENZIED PERORATION 
RECALLED 


How similar is the sentiment expressed 
in this statement to that expressed by 
William Jennings Bryan in a speech be- 
124 


William Jennings Bryan, as_ the 
Democratic Presidential candidate in the 
campaign of 1896, championed free and 
unlimited coinage of silver and gold at 
a ratio of 16 to 1. He was defeated 
by William McKinley and the adherents 
of the gold standard and sound money. 

The depression of 1893, 94 and °95, 
following upon a longer period of fall- 
ing commodity prices, had been an in- 
fluence in turning men’s thoughts to the 
possibility of stimulating a rise in com’ 
modity prices and business activity by 
the authorization of free and unlimited 
coinage of silver and inflation. Then, as 
now, the desire to stimulate business by 
currency inflation was a palliative that 
found many advoéates. Following the 
election of McKinley, however, and the 
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triumph of a sound money policy, the 
country soon recovered from the decline, 
and from 1897 to 1904 a long period of 
rising prices and prosperity was enjoyed. 

In observing the parallel between the 
silver agitation in the "90s and the argu- 
ments of its advocates today, it is inter- 
esting to note that a leading proponent 
of the bill for remonetization of silver 
now before Congress, has said: “The 
greatest question before the country to- 
day is this—is inflation desirable, and if 
so, how shall it be accomplished?” Con- 
tinuing, he said that inflation with a 
view to raising the price level of com- 
modities was not only desirable, but that 
it must be accomplished in the best and 
safest way, through remonetization of 
silver. 


BILL FOR FREE COINAGE OF SILVER 


A bill to accomplish this purpose as 
introduced in the Senate (S-2487) reads 
as follows: 

“Be it enacted, etc., that the pro- 
portional value of silver to gold in all 
coins which are by law current as money 
within the United States, shall be as 16 
to 1, according to quantity in weight, of 
pure silver or pure gold; that is to say, 
every sixteen pounds weight of pure 
silver shall be of equal value in all pay- 
ments with one pound weight of pure 
gold and so in proportion as to any 
greater or lesser quantities of the respec- 
tive metals. 

“Sec. 2 There shall be free coinage 
of both gold and silver, at the ratio fixed 
in this act, subject to the conditions and 
limitations now provided by law with 
respect to coinage of gold; and all the 
laws of the United States relating to 
such coinage, or to recoinage, exchange 
or conversion of coins, bars or bullion, 
of gold, shall apply equally so far as 
practicable to silver. 

“Sec. 3. The dollar consisting of 25. 
grains of gold 0.9 fine, or of 41214 
crains of silver 0.9 fine, shall be the 
standard unit of value and all forms 
of money issued or coined by the United 
States shall be maintained at a parity of 


value with this standard, and it shall be 
the duty of the Secretary of the Treas- 
ury to maintain such parity.” 

It is contended that the  enact- 
ment of this legislation will increase 
foreign markets for our goods. Cer- 
tain markets, where silver instead 
of gold is the standard of value, 
would be relieved of the great de- 
preciation of their silver currency in 
terms of our gold standard dollar, it is 
said. The market value of silver, which 
has been currently quoted at about 
twenty-five cents an ounce in dollars, 
has a ratio to gold at $20.67 an ounce 
of about 82 to 1. Thus the adoption 
of a bimetallic standard of silver and 
gold in the United States at an arbi- 
trary ratio of 16 to 1 would overcome 
the existing depreciation of silver ex- 
changes in terms of our dollars, and 
permit resumption of trade relations 
which in many instances are now 
barred by the differences in money 
valuation. 

By purchasing silver bullion, currently 
valued in world markets at twenty-five 
cents an ounce, people of various nations 
that have been forced off the gold stand- 
ard, could use silver bullion to buy 
goods in the United States at less cost 
than now permitted by their depreciated 
currencies in terms of our gold standard 
dollars. Silver would be worth approxi- 
mately $1.29 an ounce at the United 
States mint at the proposed coinage 
ratio of 16 to 1. 

Silver bullion would be shipped to the 
United States. Under the law, the 
United States mint would accept all 
such bullion and pay for it in coined 
silver money which, under the proposed 
legislation, must circulate at all times 
at a value of 16 to 1 in relation to gold. 
Because of the low market price of 
silver, there would be considerable profit 
from the sale of silver bullion to the 
United States Mint and the subsequent 
conversion of the funds received into 
gold which could be used to buy more 
silver bullion in world markets at low 
cost for shipment to the United States 
Mint to be converted into more gold, 
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thus making a larger profit on each 
transaction in terms of gold. 


EARLIER EXPERIENCES WITH A 
BIMETALLIC STANDARD 


In the early history of the United 
States this experience actually occurred. 
Congress in 1792 enacted a law estab- 
lishing a bimetallic standard of silver 
and gold in the ratio of 15 to 1. Al 
though this ratio happened to corre- 
spond with the relative world market 
values of silver and gold at the time, 
silver subsequently became cheaper, the 
ratio of its market value shifting to 
about 151/, to 1, while the coinage ratio 
remained fixed at 15 to 1. Silver then 
became exchangeable for gold at a profit, 
and gold was exported to other countries 
in the manner described. 

Other nations have had similar expe- 
rience with a bimetallic standard. Eng- 
land experienced difficulties of this kind 
from the twelfth century on to the time 
of her adoption of the monometallic 
standard of gold. In fact, experience 
led to the observation that a cheaper 
money always tends to drive out a 
dearer money, a phenomenon often re- 
ferred to as Gresham’s Law, after Sir 
Thomas Gresham who, in 1560, advised 
Queen Elizabeth that debased or under- 
weight coin tends to drive full weight 
coin out of circulation, which in prin- 
ciple was also found to apply to the 
movement of two metals under a bi- 
metallic standard. 


The history of currencies gives ample 
proof that the bimetallic standard, estab- 
lished at any arbitrary ratio between 
gold and silver, is only a theoretical 
standard because of the practical diffi- 
culties in maintaining the market prices 
of the two metals at a parity with the 
arbitrary rates established for their coin- 
age. Since the cheaper metal always 
tends to drive out the dearer metal, one 
metal as a currency base will in practice 
supplant the other. And, under present 
conditions, free coinage of silver by the 
United States at any ratio below the 
relative market value of gold and silver 
would in effect result in the substitution 
of silver for gold, as our money base, 
and the loss of our gold to other coun- 
tries leading ultimately to abandonment 
of the gold standard in fact. 

The United States, as a creditor 
nation is well established on the mono- 
metallic gold standard basis. It is 
unlikely that any change in this status 
will be effected by legislation; the in- 
ertia of a well established gold standard 
would appear to be too great. And 
is it not probable that a rise in com- 
modity prices, due to other factors 
at work, will presently put an end 
to the current agitation for adoption 
of the bimetallic standard and other 
inflationary legislation, just as the world- 
wide rise in commodity prices follow- 
ing the triumph of sound money in 
1896 quelled the free silver enthusiasts 
of that decade? 





“Stop Stalling — and Fight!” 


Time for Bankers to Take Aggressive Action in Their Fight with 
“Old Man Depression” 


By WILLIAM EDWARD JOHNSON 
Executive Vice-President, Devlin & Bennett, Inc. 


of a group of bankers in a Mid- 
dle Western state at their Group 
meeting. At the close of the confer- 
ence, one of the local bank officials in- 
vited us to be his guest at a boxing exhi- 
bition being held that same evening in 
his local Elks’ Club. The meeting which 
we had attended lasted until 10:30, 
consequently when we entered the room 
where the exhibition was taking place, 
we found that the main event of the 
evening was just on the point of begin- 
ning. 
The two participants were big, strap- 
ping fellows, each of whom 


Riera the writer was the guest 


looked 
powerful enough to break a lamp-post 
with one good blow of the fist. When 
the gong sounded at the beginning of 
the first round they went to it in ear- 
nest, but it became apparent through the 
first four rounds that one of the boxers 
was head and shoulders above his oppo- 
nent both in power and technique. It 
began to look as if the under-dog of this 
dust was going to receive a terrific 
whipping. 

In the fifth round the under-dog 
dropped all semblance of aggression. He 
stalled for time, and paid most of his 
attention to his defense. So through the 
sixth and seventh rounds. But at the 
sound of the gong at the beginning of 
the eighth, the under-dog dropped his 
passive role and tore into his opponent 
with all the ferocity of a tiger. It was 
only a matter of seconds before his op- 
ponent was stretched full length on the 
canvas while the referee counted out his 
“one, two, three—” dirge, and held up 
the arm of the victor. 

It seemed to me that there is a lesson 
for bankers and banking in that inci- 


dent. For three years we have been 
ferociously assaulted by Old Man De- 
pression. At the beginning of his on- 
slaught we aggressively attempted to 
meet him, then we slipped back into an 
attitude of defensive. .We stalled for 
time. And we have been stalling for 
time during most of the past eighteen 
months. 

The point I am trying to make is sim- 
ply this: That no victory is ever won 
by stalling. It sometimes happens that 
stalling is effectual in permitting us to 
consolidate our lagging energies and to 
reorganize our thinking, so that we can 
be assured of a victory over our aggres- 
sors when we again get into action. But 
carried to an extreme, stalling is just as 
fatal as fool-hardy aggression. 

The time for action is NOW. We 
have had time to study the technique 
and the strength of our opponent. And 
all that is required to win an over- 
whelming victory is to again take up the 
aggressive and force him from every one 
of his positions. 

For three or more years bankers 
everywhere have recognized the neces- 
sity for instituting the measured service 
charge on unprofitable checking ac- 
counts. But in the face of the onslaught 
of Old Man Depression we have stalled 
off the day for aggressively putting it 
into effect. Our thinking in the mean- 
time has brought home to us the abso- 
lute necessity for acquiring measured 
service income if we are to continue to 
operate our banks profitably and safely 
in the future. 

But, although the NECESSITY for 
placing the Measured Service Charge 
into immediate effect is apparent to 
practically all members of the banking 
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fraternity, a great number of them have 
been hesitating to take aggressive action 
on the matter during the past two or 
three years. In assuming that attitude, 
they have, of course, possessed some rea- 
sons which they sincerely believed were 
sound and logical. 

For instance, a few months ago, they 
pointed to the great wave of bank fail- 
ures which was sweeping across the 
American continent, bringing in its 
wake a grave loss of public confidence, 
bank runs, and other effects which the 
banker has come to fear, and they said, 
“Now is not the time to embark on any 
changes which affect the public. We 
can’t put it across in the midst of these 
unfavorable conditions. It will only 
serve to make matters worse by bringing 
about more and greater public reac- 
tions!’ All very logical, but fortunately, 
untrue! 

We have only to look at those banks 
which courageously installed the Meas- 
ured Service Charge in the midst of 
these “impossible” conditions. Did they 
fail to put it across? They did not! Did 
they find that the installation of the plan 
made matters worse? They most em- 
phatically did not! So all of our “logi- 
cal” reasoning falls before the superior 
logic of actual, successful results. 

I have in mind a particular bank, 
capitalized at $100,000 and with total 
demand deposits of about $1,250,000. It 
is located in the center of one of the 
most unfavorable local situations which 
I have ever seen. Five banks, all of 
them larger, had closed their doors in 
that town in the early fall of 1931. In 
the succeeding eight months this remain- 
ing bank found that it was incurring a 
monthly net loss in the commercial de- 
partment which averaged $1200. 

The officers and directors of the bank 
determined to do something to alleviate 
this unfair and unbusinesslike situation. 
They realized that operation as unprofit- 
able as this, if carried over a period of 
very many months, would inevitably re- 
sult in the rapid depletion of their un- 
divided profits and surplus, and possibly 
end in their suspension. The operators 


of this bank had the same fears that as- 
sail every banker when he contemplates 
the installation of service charges. They 
feared that their action would result in 
a substantial loss of their deposit bal- 
ances, which they could ill afford. They 
feared likewise that the public would 
fail to understand and appreciate the 
justification for their action, with the 
possible result that it would serve to fur- 
ther diminish confidence in the institu- 
tion. 

But they determined to go ahead, to 
do the best possible job they could, and 
to take whatever consequences arose. 
First, they engaged the services of a com- 
petent bank analyst, who made a com- 
plete survey of the bank and arrived at 
their exact costs of handling the major 
items which passed through their hands. 
Upon the basis of these costs they 
erected a schedule of Measured Service 
charges, which included not only the ac- 
tual cost of handling, but a reasonable 
profit as well. 

When this schedule had been ap- 
proved, they purchased a copyrighted 
campaign which had been specifically 
designed to install the charges with a 
minimum of friction and a minimum of 
closeouts. The campaign literature was 
placed in the hands of the depositors on 
schedule. The officers and employees 
received a course of instruction in the 
presentation of the charge, which en- 
abled them to meet every objection and 
argument which came to them in the 
bank or in their outside social contacts. 

Results: They found that all of their 
fears were groundless. That instead of 
losing balances, they had actually gained 
a substantial sum. And instead of los- 
ing public confidence, they found that 
they had gained immeasurably in the re- 
spect of their patrons. 

The most reasonable explanation of 
this somewhat unusual experience, I 
think, is that patrons of the bank real- 
ized that the bank had to he operated 
profitably if it was to continue to render 
safe banking service indefinitely in the 
future. They doubtless realized, also, 
that the small charge which they had to 
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pay was, in effect, an insurance premium 
on the safety of their deposits. But 
whatever their thoughts were, the fact 
remains that they took to it kindly, and 
the bank now finds itself with $1.500 
per month income which it did not pre- 
viously possess. 

Their experience was unusual only in 
the fact that they gained instead of lost 
balances. I will frankly admit that re- 
gardless of how well the installation is 
handled, you should expect that some 
patrons will close out their accounts and 
still others will challenge the fairness of 
the charge. The average experience is 
to lose about 10 per cent. of the total 
number of accounts, which will involve 
less than 1 per cent. of total demand 
balances, when the installation has been 
made in the most efficient manner. The 
point is that the more efficiently the 
charges are instituted, the less will be 
the friction and the fewer and less sig- 
nificant will be the closeouts. 

I am somewhat inclined to lose pa- 
tience with those bankers who bring up 
the stock argument that “Now is not 
the time.” The very same words, with 
the same identical meaning, have been 
used as the reason for stalling for more 
than ten years. It was “not the time” 
back in 1926 and 1927 when business 
was in the ascendancy. It was “not the 
time” in 1928 and 1929 when things 
were booming. It was “not the time” 
in 1930 and 1931 when business was on 
the downgrade. And in the year of our 
Lord 1933, when business at last seems 
to be improving, and when the public 
attitude toward banks has been immeas- 
urably bettered, it still is “not the time.” 

Perhaps I am a bit skeptical, but I 
venture to predict that when the Angel 
Gabriel picks up his horn to summon the 
people on judgment day, there will be 
some banker in the crowd who will tap 
him on the shoulder and say “Tut, tut. 
Now is not the time!” 

There never will be a time, if you 
wish to look at it in that way. There 
never will be a time when any system 
of charges will be popular with every 
one of the bank’s customers, or when 


some of the small balance patrons will 
not close out their accounts in protest. 

Now IS the time! If we judge the 
propriety of the time from the stand- 
point of our need for the income which 
the Measured Service charge produces, I 
doubt if there will ever come a time 
when the charge will be more necessary 
or desirable. 

A second excuse that some of us have 
given for not going ahead with the serv- 
ice charge now that business appears to 
be on the upgrade and public confidence 
has, in a large measure, been restored, is 
this: “We intend to put in the Meas- 
ured Service Charge, but we will have 
to wait until the check tax is lifted. The 
public simply won't stand for a two- 
cent tax and a four or five-cent activity 
charge.” 

The fact remains, however, that a 
number of banks have instituted the 
charges since the advent of the Federal 
tax on checks, and the public has ac- 
cepted them, and paid. The only effect 
which the check tax has, is to limit some- 
what the activity in the checking depart- 
ment. It undoubtedly does that. Esti- 
mates based on studies in a number of 
banks have placed this reduction in ac- 
tivity at about 20 per cent. 

This simply means that of the poten- 
tial income in the Measured Service 
charge, the bank at present only realizes 
about 80 per cent. This will prevail 
until business activity shows a resump- 
tion of its normal volume, or until the 
check tax is lifted. 

The average bank with $1,000,000 in 
demand deposits should expect, if their 
measured service schedule has _ been 
scientifically based on actual costs plus 
a reasonable profit, to realize a monthly 
income of about $1500. The effect of 
the check tax reduces this to about 
$1200. $1200 per month is still a sub- 
stantial amount of new income — it 
means $14,400 per year, and that will go 
a long way toward wiping out bond 
depreciation and absorbing losses on 
slow and doubtful paper. 

The situation simply resolves itself 
into this: The activity charge can be 
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installed profitably and painlessly IF the 
proper measures are taken to educate 
the public. Make no mistakes about 
that! Public education is the essence of 
a successful installation. 

When you install the Measured Serv- 
ice charge, you are, in effect, acquiring 
new income at the rate of about 114 
per cent. of your total demand deposits 
per annum. It wi!l amount to a decid- 
edly worth-while sum. It is worth hav- 
ing, and it is worth keeping! In order 
to get the most income from the charge 
it is necessary to: (1) Keep closeouts 
down to the very minimum; (2) Keep 
income at the very maximum; and (3) 
Prevent future leaks by seeing that it is 
installed with the very minimum of fric- 
tion with depositors. 

There are two means of putting the 
charges into effect. You may arbitrarily 
set up a schedule, without determination 
of your own actual costs, and just as 
arbitrarily try to “stuff it down the pub- 
lic throat” by making a simple, unex- 
plained announcement. 

I would never advise a banker to do 


that! It would be very costly in the long 


run. It is essential that you know first 
your exact costs. If you decide to adopt 
arbitrarily a schedule which some other 
banker has used, or one which has been 
based on “average” costs, you are in 
danger of doing one of these two things: 
You may use a schedule that is too low 
to cover your own costs, therefore its 
adoption will simply mean that the in- 
come obtained from it will be insufficient 
to balance off your overhead costs. Or, 
on the other hand, you may find that the 
schedule is so high that its adoption will 
limit activity seriously and thus again 
your income will be reduced. 

If you attempt to be arbitrary about 
the method of placing the plan into ef- 
fect, the results may be even more dis- 
astrous. A simple announcement that 
“On and after March 1, we will charge 
for checking service as follows—” is not 
adequate to insure a successful installa- 
tion and a fair public reception. You 
simply can’t afford to be arbitrary, if 
such an attitude is going to cost you too 
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many accounts, or if it is going to cost 
you the good will of your patrons. 

The wise method of presentation, and 
incidentally the method which has been 
proved in hundreds of cases as the most 
sound and economical one, is to first 
know your costs, determine on a fair 
schedule of charges, and then educate 
the public into them. 

How much education will be required 
will depend largely upon your location 
and factors involving the previous bank- 
ing history of your city and the public 
attitude. As a general rule, the smaller 
the town in which a bank is situated, the 
more thoroughly and carefully must the 
public be educated, and vice versa. For 
instance, the banks in Chicago’s loop can 
install a schedule successfully with only 
one explanatory mailing piece. Banks in 
the suburban area need more education, 
usually about twice as much as is used 
by the loop banks. And in the country 
towns and cities, approximately four 
times as much education effort is re- 
quired to bring about the same result. 
This is, of course, a broad generalization, 
and like all generalizations, there are 
notable exceptions. In the final analy- 
sis, each case must be judged entirely on 
its own merits, and the proper amount 
of educational effort applied to insure 
success. 

From the foregoing, 
these firm conclusions: 

(1) The Measured Service Charge 
CAN be installed successfully in the 
face of every conceivable kind of local 
condition. 

(2) The installation will result in the 
loss of about 10 per cent. of the total 
number of accounts, involving about 1 
per cent. of total demand deposits, a 
negligible sum. 

(3) The check tax will NOT affect 
the success of the installation — it will 
only cause the temporary loss of about 
20 per cent. of the potential revenue. 

Do we need the Measured Service 
Charge? We do—urgently. The aver- 
age banker is facing, in 1933, these 
problems. In his bond account he has 
depreciation on this general market is- 


we may draw 
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sues to the extent of about 38 per cent., 
on the average. He knows that some of 
these issues which have depreciated are 
fundamentally sound and that when the 
bond market resumes a more normal 
price basis that the depreciation in these 
issues will be wiped out by market ad- 
vances. But in the average bank bond 
account there are a few issues which he 
may confidently expect to have to charge 
off during 1933. A few defaulted South 
American governments, perhaps, or In- 
ternational Match or Insull Utilities— 
bonds which were bought in perfectly 
good faith, but which have subsequently 
had the props knocked out from under 
them. Where will the money come 
from to charge these off? 

And in the note case he has a num- 
ber of farmers, notes which are consid- 
ered in the slow and doubtful class, and 
upon which the next interest payment is 
in jeopardy. These loans were made in 
good faith by all concerned, but the 
present ruinous deflation in the commod- 
ity market makes it impossible for the 
farmer to reduce the principal, and un- 
less some unforeseen circumstance arises 
to alleviate the situation, there is little 
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hope that the interest payment can be 
met. This is a particularly serious prob- 
lem to the banker whose business is 
largely agricultural in origin. If a sub- 
stantial amount of his interest income is 
taken away in this manner, where is the 
country banker going to get the income 
to pay his operating expense? 

The answer is, after all, very simple: 
The Measured Service Charge. It offers 
at once the only certain, dependable, im- 
mediate source of income. It is the only 
place where the banker can turn to for 
a large amount of new income to take 
care of these needs. And all that is 
necessary to provide these additional 
funds is to follow the unfailing formula: 
Determine your costs, arrive at a fair 
schedule, and inaugurate the charge with 
a sufficient amount of public education. 

The banker will find that most of his 
profit problems have been easily and 
painlessly solved. Gone is the time for 
dilatory, hesitating tactics. Now is the 
time for ACTION, and the banker who 
takes the aggressive at this time will be 
the one who most profits during 1933. 
IT’S TIME TO STOP STALLING— 
AND INSTALL! 


“The panic of the spring and early summer 
of 1932 is over. 
improved. 
had, in the autumn of 1932, a better than seasonal 


improvement 


in business. 


Financial confidence is greatly 
For the first time in three years we 


Although conditions 


remain very depressed, and political difficulties, 
national and international, are numerous, there is 
a new hope in the world.”—Albert H. Wiggin. 





The Banker’s Stake in the New Co- 


operative Movement 


What It Is and How It Concerns the Banker—A Challenge and 
an Opportunity 


By E. HaypEN Hult 
Management Consultant 


‘ X JHATEVER we may think of 
it, and whether we like it or 
not, the fact remains that the 
co-operative movement in this country’s 
industry, is a coming factor. This is 
creating a new situation, and a new set 
of circumstances, which the banker can 
treat in one of two ways. He can pass 
it by or he can ride the tide and profit 
by it. 

The possible difference which this 
may make in his future volume of busi- 
ness may turn out to be very large. 
Tides in human affairs have a striking 
similarity. to tides in the sea, in that 
when they once get under way they do 
not stop until they have run their 
course. Other things being equal, it is 
good business to go along with them. 
When bankers fully understand what is 
happening, and the way to capitalize it, 
they should find their results most satis- 
factory. 

First, there is the individual manufac- 
turing plant run as a self-contained co- 
operative enterprise. This has not been 
frequent in our past industrial history. 
It is an outgrowth of a number of in- 
fluences, including the depression in its 
various phases, the rise in the impor- 
tance of management, the increasing 
voice and increasing intelligence of the 
worker, the more humanitarian spirit 
which is evolving in our industrial sys- 
tem, and the cries of the people for 
greater security, both of jobs and of in- 
vestments. So virile a parentage neces- 
sarily bears fruits. 

Several outside organizations have 
made it part of their business to be in 
touch with this co-operative movement. 
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It is astonishing how widespread the 
idea is all over the country and what 
sincere efforts are being made here and 
there to work the matter out in a prac- 
tical way. The actual experiments that 
have been made are somewhat hap- 
hazard. The whole movement lacks 
sound and constructive leadership. It 
is here that the banker has perhaps his 
initial opportunity. He can, at the same 
time, help to establish this trend on 
sound economic and financial lines, and 
also profit himself. 

In essence this type of industrial co- 
operative enterprise is one in which the 
ownership resides between management 
and men, who in turn are responsible to 
capital for a stable return on the money 
value of assets furnished by capital for 
their use. 

It will appear later that if the set-up 
is properly made, the safety and stability 
of capital will actually be enhanced; but 
meanwhile there are certain funda- 
mental provisions which the banker may 
well make before he goes into any in- 
dividual enterprise. 

The first consideration is that manage- 
ment must manage. The responsibility 
for the success of an enterprise must rest 
with those who are best qualified by 
nature and experience to carry that re- 
sponsibility. This automatically elimi- 
nates the possibility of considering any 
set-up wherein the workers have an 
equal voice with management. This re- 
quirement is, of course, the same which 
we have now. It cannot safely be 
changed. 

The second consideration is that the 
workers shall have a much larger share 
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in the councils of management than they 
now have, even though it will be a 
minority voice. Partners work better 
than hirelings. 

The third consideration is that 
workers share much more largely in the 
profits than at present. This is perhaps 
more essential in order to increase con- 
sumptive capacity than for any other 
single reason, but it also is essential for 
increasing the productivity and human 
satisfactions of these members of the 
enterprise. 

The fourth consideration is that the 
capital involved must be legally safe- 
guarded not only by the material assets 
but also by the full faith and credit of 
the co-operative enterprise as an in- 
stitution. 


THE BANKER’S HELP IN RESTORING 
PROFIT TO INDUSTRY 


We may add that ‘the banker must 
also get his profits from any reorganiza- 
tion, but it will appear later that if the 


various conditions are met in the right 
way his profits become almost inevitable. 

Let us assume that the principal 
owner and manager of the X Company 
is heavily indebted to the bank or a 
syndicate on behalf of the company. 
The company is only working half time 
and the stock is selling in the market 
for less than its real asset value. The 
company is perfectly sound, but the 
bank would like to get its money. The 
owner-manager is also tired of his job 
and would like to retire; but he has an 
assistant who is entirely competent. 

This situation has many variations in 
practice, but may be taken as an example 
for our purposes. The outlook is not 
altogether promising. The owner-man- 
ager has lost his personal interest, and 
the morale of the production and sales 
forces is naturally rather low. 

The banker who is alive to the possi- 
bilities and advantages in co-operative 
enterprises, can turn such a situation as 
the above into very material profit and 
to the advantage of everybody con- 
cerned, 
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The banker knows, for one thing, that 
the spirit and energy of an organization 
are two of the great factors in its per- 
manent success. He recognizes that in 
a co-operative enterprise, where all share 
in the profits to some degree and are 
essentially part owners in the enterprise, 
this spirit is at its highest point. He 
recognizes that the securities of such a 
company have therefore not only the 
tangible assets back of them, but also the 
equally important human assets of per- 
sonal interest in the business and the 
knowledge that the return on the in- 
vested capital must be paid before any 
profits can be divided. He knows that 
a company set up on this basis is a sound 
investment for himself or for his clients. 
In fact it may even be that if the major 
part of industry were set up in this way, 
with its consequent effectiveness of pro- 
duction and the extensive distribution 
of purchasing power through dissemina- 
tion of the excess profits, there would 
hardly be such a thing as really bad 
times. 

In the case of the company mentioned 
above the banker would probably say 
to the owner-manager: “Establish your 
company as a co-operative enterprise, 
under the conditions that I shall give 
you, and you can get out. I will take 
preferred stock, issued by the co-opera- 
tive, and in amount to cover the actual 
assets of the company, and I will sell it 
to my customers or to a management 
trust handling similar issues. I will de- 
duct what is coming to the bank and 
pay you the balance. The title to the 
common stock will pass to the manage- 
ment and the workers as a group, and in 
the proportion that I shall stipulate. De- 
fault in the dividend on the preferred 
stock is improbable here, but if it does 
occur, I must be allowed to step in.” 

Space does not permit going into the 
detailed provisions whereby the execu- 
tive control of the company remains 
with the active management, the workers 
share in the profits, and the banker re- 
tains the right to step in if the dividends 
on the preferred stock are not paid. But 
in the end everybody has obtained what 
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he wanted, and the business is on a 
better basis both from the economic and 
social standpoints. 

There are, as a matter of fact, many 
companies whose control could now be 
bought in the open market or private 
sale, which would yield the banker a 
good profit in such a transaction, and 
yet be fair and desirable to the man- 
agement and men concerned. Of course, 
a careful and expert survey of the pro- 
cesses, personnel and prospects would 
first be made in each case, to assure that 
the enterprise itself was intrinsically 
sound. 

Two cases have recently come to 
light, of nationally known companies 
where such .a procedure would have 
worked out far better from every stand- 
point than the merger operations into 
which they were each drawn. There is 
evidence that there are hundreds of 
other companies where such a procedure 
could be used to advantage. There will 
be many thousands more. 


GROUP CO-OPERATIVES 


Another co-operative field in which 
the banker can extend his activities and 
profits is that of group co-operatives 
This includes consumer co-operatives, 
producer co-operatives, and the increas- 
ing possibilities in producer-consumer 
co-operation. All these activities are des- 
tined to grow, and those financial insti- 
tutions which first consolidate their con- 
nections here, and develop the most 
suitable techniques for their financial 
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operation, will be the ones to profit 
most. 

There is also a very genuine economic 
and social service involved. It is not 
impossible that the further development 
of economic co-operation may help to 
solve some of our most pressing prob- 
lems. 

In fact, in a complex economic struc- 
ture like the present one, the principles 
of co-operative enterprise also bear on 
the operations of barter, about which 
much is now being heard, with more to 
come. Owing to the inevitable com: 
plexity in the interchange of barter 
credits on a large scale, the banker may 
eventually have here also an opportunity 
of rather unexpected proportions. 

In any case, co-operation in industry 
has come to stay. It fills both a human 
and an economic need. It is in line 
with the developments of the times. 

But if such a co-operative movement 
is allowed to develop in a haphazard 
fashion and without the guiding hand of 
economic, financial and management ex- 
perience, the tendency is likely to be in 
many cases toward the more socialistic 
or communistic form. There will also 
be all degrees and variations of these 
and the net result is likely to,be in the 
direction of economic disunity, and even 
of disaster. The few always have to 
think for the multitude. Great leaders 
have always been those who could sense 
the fundamental trends, ride them, guide 
them. These leaders’ personal profit, in 
whatever guise they wished it, has al- 
ways been very large. 
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Why Bankers Are Concerned with 


Federal Finance 


By GEORGE V. 
President, Brooklyn 


E have heard a good deal about 
\X/ taxation and Government fi- 
nance in the last few months. 
We are destined to hear still more about 
them in the months to come. Balancing 
the Federal budget remains one of the 
biggest problems facing Congress—de- 
spite the attention currently paid to 
beer, farm relief, and other popular 
causes. 
The subject of taxation is never a 
pleasant one. In times like these its un- 


popularity is multiplied by the fact that 
any tax bears with increased weight on 
individuals and corporations whose in- 
comes and assets have been reduced by 
the depression. 


I have no wish to add further to the 
burden by discussing at length a painful 
subject on which a great deal has al- 
ready been written and said. But I am 
constrained to point out the effect which 
continued budget deficits are having on 
our banking system—an aspect of the 
present situation which, in my opinion, 
merits the serious attention of bankers 
everywhere. 

The post-war low for Federal Gov- 
ernment debt of this country was 
reached about two years ago. Since the 
end of 1930, when it stood at $16,026,- 
000,000, it has increased _ steadily, 
amounting to over $20,800,000,000 at 
the end of last year, an increase of more 
than $4,700,000,000 in two years. 

This rise is the result of several causes. 
Prominent among them is the fact that 
Government revenues fell off sharply as 
depression deepened, while Government 
costs declined but little, producing an 
operating deficit. The Federal Govern- 
ment had come to depend on the income 
tax for about 60 per cent. of its total 
revenue. Falling incomes, both personal 
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and corporate, and capital losses cut 
heavily into the income tax yield. 

The deficit was increased by growing 
outlays in other fields, notably the opera- 
tions of the Federal Farm Board, the 
Reconstruction Finance Corporation and 
the Federal Land Banks, and the vari- 
ous public works projects. 

Now we as bankers are particularly 
interested in the increase in the public 
debt which resulted from these develop- 
ments because it is the banking system 
which has loaned the bulk of the money. 
On September 30, 1930, the twelve Fed- 
eral Reserve banks held only $597,000,- 
000 of Government securities, while all 
member banks held $4,095,000,000, mak- 
ing a total of $4,692,000,000. Exactly 
two years later, on September 30, 1932 
(the latest date for which complete fig- 
ures are available), Government secu- 
rity holdings of the Federal Reserve 
banks had mounted to $1,851,000,000, 
and those of member banks to $6,366,- 
000,000, or a total of $8,217,000,000. 
The increase of $3,525,000,000 in bank 
holdings of Government securities con- 
stitutes 78 per cent. of the total gain 
of $4,530,000,000 in the Federal Gov- 
ernment debt during the same period. 
We bankers have been financing the 
growing debt to the extent of four-fifths 
during the past two years. 

This has implications which may well 
give us cause for thought. The point 
has been reached where approximately 
30 per cent. of the assets of the Federal 
Reserve banks are represented by United 
States Government securities. On June 
30, 1925, when the public debt stood at 
approximately the same level as at pres- 
ent, the Reserve banks carried only 
about 7 per cent. of their assets in Gov- 
ernment securities. 
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Considered from another angle it is 
even more disquieting. While the Fed- 
eral debt is now no higher than it was 
some seven and a half years ago, Federal 
Reserve banks and member banks now 
hold 40 per cent. of that debt, compared 
with only 20 per cent. of it in 1925. I 
believe it is safe to say that the propor- 
tion of the Government debt now held 
by the banking system, either directly or 
indirectly through loans on Government 
securities, is even higher than at any 
time during the war financing period. 
Since the Federal Government’s debt is 
not self-liquidating until there is a sur- 
plus of receipts over expenditures of the 
Government available for the purpose of 
debt retirement, it is unwise to place too 
much of the Federal Government’s paper 
in banks which hold it against sight lia- 
bilities. 

Government securities are regarded as 
the soundest kind of bank investments 
because of their security and their liquid- 
ity. The security, theoretically, lies in 
the unrestricted taxing power of the 


Federal Government; actually the secu- 
rity is not the power to levy taxes but 


the ability to collect them. It is obvious 
that the Federal Government cannot go 
on borrowing to meet a deficit indefi- 
nitely without impairing confidence in the 
Treasury, and thereby bringing about a 
depreciation in the market value of 
Treasury securities. No banker would 
go on lending indefinitely to a private 
individual or organization for the pur- 
pose of meeting deficits. What would 
happen if confidence in the Treasury’s 
ability to meet its obligations should be- 
come seriously impaired? 

Moreover, the very concentration of 
a large proportion of the Government 
securities in banks destroys or impairs a 
part of that liquidity and stability of 
price which makes them so valuable as 
bank assets. Liquidity and price stabil- 
ity both come from the existence of a 
large number of buyers willing to ac- 
cept Government securities on slight 
concessions in prices. But when banks 
come to dominate the market for Gov- 
ernment securities, a curious situation 


arises. Since most banks find themselves 
with surplus funds simultaneously, com 
petition for Government securities forces 
the price to levels where the yield is— 
well, unsatisfactory, to say the least. 

And when business revival comes, 
with its increasing demand for commer- 
cial loans, banks naturally think of 
liquidating a part of these Government 
securities to provide the funds. But 
when all banks are doing this at the 
same time, the natural tendency is to 
depress the market so that it is some- 
times necessary to take a loss on the 
securities sold. 

There is still a third respect in which 
the large holdings of Government se- 
curities are anomalous. The business 
man, on his balance sheet, carries cash 
on hand and cash in banks in the same 
category, yet 30 per cent. of the net 
deposits of leading commercial banks are 
now invested in Government securities. 
The commercial banks, in turn, consider 
their reserves in the Federal Reserve 
banks as the equivalent of cash. Yet the 
Federal Reserve banks themselves have 
30 per cent. of their assets invested in 
Government securities. Thus it is seen 
how large a part the stability of interest 
bearing Government securities plays in 
determining the value and exchangeabil- 
ity of all kinds of money and credit; 
and how that stability is undermined by 
the location of too large a proportion of 
these securities in the banking system. 

It is obvious, then, that we, as bank- 
ers, have an interest in seeing the Fed- 
eral Government balance its budget. But 
taxation alone cannot be depended upon 
to achieve this balance. Several months 
ago Treasury experts recommended new 
taxes which were calculated to produce 
enough revenue to balance the budget 
for the fiscal year ending June 30, 1933. 
The bulk of these taxes were adopted. 
Nine months ago our own statisticians 
calculated that the budget for the fiscal 
year ending June 30, 1933, would show 
a deficit of at least $500,000,000 and 
probably more. A little more than half 
of the fiscal year has elapsed and an 
operating deficit of over $750,000,000 
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already has been rolled up, exclusive of 
sinking fund allocations. The new taxes 
are not producing the revenue that ex- 
perts had estimated they would produce, 
and it is now clear that the only certain 
method of balancing the Federal budget 
is through reduction of expenses as well 
as new taxes. 

Even the most conscientious legisla- 
tors are faced with discouraging difficul- 
ties when they attempt to reduce Gov- 
ernment costs. Having studied the Fed- 
eral budget, they know that there are 
many expenditures which could be cut 
down or cut out. But the obstacles in 
the way of such cuts are numerous. 
Mere efficiency in Government will not, 
in any appreciable degree, affect total 
expenditures. It is necessary to do with- 
out things, things that all of us want, 
things which are good in themselves but 
which we cannot afford under present 
conditions. Departments of government 


must be eliminated or consolidated. Pol- 
icies must be revised to be consistent. 
For example, how much longer shall 


we continue to weaken the railroads by 
taxing them to the point of loss and let- 
ting their competitors off easy—and then 
rescue them from their plight by lend- 
ing them Government funds? Is it rea- 
sonable to spend hundreds of millions 
through a Federal Farm Board to dispose 
of an agricultural surplus, while spend- 
ing other millions through the Depart- 
ment of Agriculture to increase produc- 
tion? Why should we maintain an ex- 
pensive Bureau of Foreign and Domestic 
Commerce to promote foreign trade, and 
then build a tariff wall so high that 
other countries cannot get over it? 

Any reasonable man will perceive the 
lack of logic in these enterprises. Yet 
any attempt to change a single one of 
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them will encounter vigorous and organ- 
ized opposition from groups which now 
benefit. It is so in almost every branch 
of Government expenditure. 

In raising new taxes the same resist- 
ance is encountered. Every important 
industry has its representative in Wash- 
ington, his duty being to try to protect 
it against what it regards as “excessive 
taxation.” You probably remember the 
fight against the tax on automobile sales 
at the last session of Congress by the 
National Automobile Chamber of Com- 
merce. There was a like protest, by 
theatrical men and motion picture com- 
panies, against the admissions tax. The 
opposition of retailers and labor interests 
killed the sales tax proposal. There 
was even a protest against the -tax on 
bank checks. 

In short, legislators are pulled this 
way and that by interested groups until 
they wish they could only be let alone 
to follow their own judgment as to 
what would be best for their constitu- 
ents and the country at large. 

Now the only remedy for this situa- 
tion is organized action by taxpayers. 
Without organization, taxpayers will get 
little consideration. Legislators are 
elected by voters, but by no means all 
of the voters are Federal taxpayers. If 
taxpayers wish to make their influence 
felt, they must combine and present a 
united front in the attack on expendi- 
tures. 

Finally, if this influence is to be on 
the side of sound finance, we bankers 
must take care to point out what sound 
finance requires. Hence my conclusion 
that careful attention to what Congress 
is doing will be repaid in the months 
immediately ahead — especially if that 
attention is followed by action. 





Some Thoughts on Price Control 


A Criticism and a Challenge of Mr. Keynes’ 
Theories on Money 


By Epcar DEHN, 
Columbia University, New York 


R. KEYNES, the distinguished 
M British economist, published in 

1930 a Treatise on Money 
which caused a stir throughout the civi- 
lized world. Although bulky and ab- 
struse, it found enthusiastic readers. 
Some people claim to understand it, 
most people don’t, but accept its con- 
clusions as a guide through the be- 
wildering domain of money and finance. 
The more talk there is about managed 
currencies, the greater appears to be the 
value of the Treatise. And if any one 
doubts that financial policies have been 
shaped by this book, he should recall 
that sa prominent a financier as Sir 
Josiah Stamp regards the book as the 
most penetrating and epoch-making ever 
written since Ricardo. 

The purpose of my article is to show 
that the book is wrong. And I hope to 
make it clear why, although I must omit 
here some of the technical details. 

If we combine (in thought) the prin- 
cipal commodities that people consume, 
and put them together in approximately 
the amounts consumed, then we have a 
composite commodity on which people 
live. The price we have to pay for a 
unit of such a composite commodity we 
regard as the price level of goods pro- 
duced for consumption. 

This price of a composite unit covers 
the cost of producing it, plus the profits 
or minus the losses, as the case may be. 
If we consider losses to be negative 
profits, we can say: 


Price == Cost + Profits. 


Q 
P=W+-, 
O 


In symbols 


where: 
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P is the price of a composite 
unit, that is the price level, 

W is the corresponding earn- 
ings of working people, man- 
agement, creditors and land- 
lords, 

O is the output in composite 
units, 

Q is the total of profits made, 


and total profits are divided by output 
to give profits per unit. Our symbols do 
not exactly correspond to those used by 
Mr. Keynes, but they will serve our pur- 
pose. 

All this is very plain and can surprise 
no one. If it is an analysis at all, it is 
an analysis of speech and not of econom- 
ics. But Mr. Keynes calls the formula 
we obtained a fundamental equation and 
makes it the basis of his theory. True, 
he obtains it by mathematical operations 
which turn one truism into another and 
cover several pages; but no manipula- 
tion can make something tangible out of 
nothing. While the processes of mathe- 
matics are formal, only as applied to 
facts do they make sense: to assumed 
facts, or axioms, in pure mathematics 
and to experimental facts in applied. 
The fundamental equation of Mr. 
Keynes involves no such facts and is, 
from beginning to end, a mere truism 
which discloses nothing. 

If the price P changes in time, that 
will imply changes in cost and profits 
which compose it. No one will quarrel 
with that. But Mr. Keynes puts it the 
other way and claims to have found a 
means to control the price level: increase 
the profits Q while keeping other things 
unaltered, and you'll raise the price level 
P. As if that were so easy! Economic 
forces which change Q will change 
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every other item of the equation; to as- 
sume that they won’t eliminates the very 
problem of prices we are talking about. 
Changing one economic value implies 
changing them all; but such changes 
cannot be computed from Mr. Keynes’ 
equation. A disturbance in one place of 
the price structure spreads everywhere 
else; but its effects are complicated and 
cannot be squeezed into any equation or 
system of such. If you throw a stone 
into a pitcher the water will rise. Where 
will it rise first and how will the rise 
spread? Idle questions; the water will 
rise but keep level, that is about all we 
know. 

Besides, why shall Q be picked to 
change P, and why not W or O? Be- 
cause Mr. Keynes goes a step further in 
handling his equation. Profits accruing 


to balanc~’ business he treats as earn- 
ings and includes in cost; profits in Mr. 
Keynes’ sense consequently disappear 
when business is stabilized. Moreover, 
spending on consumption he takes out of 
income alone, so that savings and profits 


are invested both and give 


$+Q=I, 
where: 


S is the amount of current sav- 
ing, 

I is the value of current invest- 
ment. 


All this is a matter of mere definition 
and has no bearing on the problem of 
prices. The definition of profits is a 
most peculiar one, but it permits to write 
the fundamental equation in the form 


I—S 
P=W + —, 
O 


which now takes on the aspect of mathe- 
matical importance. Mr. Keynes says 
that this is so because his definition of 
profits introduces a fact from the real 
world. But, in truth, the formula has 
not changed its nature at all and re- 
mains the same old truism it was before. 
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Of all the items in the fundamental 
equation, the one most easily affected 
through banking would seem to be the 
rate I of investment, affected by the 
terms on which loans are granted. That 
is why the theory of Mr. Keynes is 
geared to this item, and consequently to 
profits. Writing the relation which de- 
fines profits in the form 


I=I—S, 


Mr. Keynes contends that profits will be 
increased if the banks cause investment 
to outrun savings. Increased profits im- 
ply higher prices; consequently the 
banks can control the price level through 
the terms on which they grant loans. 

The last two sentences contain the es- 
sence of Mr. Keynes’ theory, the fun- 
damental thought which pervades the 
two volumes of his Treatise. The theory 
is based on two formal statements: 


1. If a part of what prices pay 
for is called profits, then (other 
things remaining equal) increased 
profits imply increased prices. 

2. If the sources of investment 
are called savings and profits, then 
a relative increase of investment 
over savings implies increased prof- 
its. 


Both statements are formally true 
when we compare two positions of price 
equilibrium. But they have nothing 
whatever to do with dynamic laws, fore- 
told in the preface, for passage from 
one position of equilibrium to another. 

There can be little doubt that the 
terms on which loans are granted by the 
banks affect investment and prices, and 
everything else. But the fundamental 
equation has nothing at all to do with 
it; it discloses neither the direction of 
that effect nor its magnitude. Moreover, 
is the magnitude of such an effect com- 
putable by any formula? While the 
banks can fix the terms on which they 
grant loans, they cannot always tell 
what use will be made of the loans. 
Some may be invested, but others may 
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go to foster consumption or just clutter 
up reserves. 

The problem of prices is a matter of 
equilibrium; the equation of Mr. Keynes 
expresses a mere truism which has no 
bearing on such an equilibrium. Sup- 
pose that two weights S and Q balance 
on the ends of a board. Then, certainly, 


S$+Q=I, 


I being the total weight. From this, 
what can we say about the case when 
I increases while S remains fixed? Noth- 
ing, except that the whole thing will 
come toppling down. Surely not that 
Q must increase because 


Q=I-—S. 


The situation is a matter of equilibrium 
which is neither expressed nor explained 
in the equation. The equation is a mere 
truism and not the mathematical analy- 
sis of equilibrium. The latter involves 
products of lever and weight. 
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From the relation 
Q=I—S 


Mr. Keynes draws another curious con- 
clusion. It might seem that profits must 
increase when savings are reduced. But 
making the additional mistake of assum- 
ing that profits are partly squandered, 
although by definition they go into in- 
vestment, Mr. Keynes comes to this ab- 
surd result: no matter how wasteful 
business is with its money, total profits 
remain exactly the same. Likewise, when 
in times of stress business economizes to 
limit its losses, that is of no avail: total 
losses remain what they were. 

When science comes to such results, 
the banker must hold fast to reason. It 
is quite true that a right understanding 
of such topics is of enormous importance 
to the welfare of the world, that is why 
the Treatise is a dangerous book. The 
history of economic doctrines is crowded 
with tales of brilliant theories which all 
turned out to be wrong, and the fate of 
the Treatise may follow precedent. 


“The proposal to establish a liquidating corpora- 
tion whose capital would be furnished by the 
Federal Government, Federal Reserve Banks and 
by member banks in definite proportions is merely 
a variation of the deposit guarantee idea. It would 
serve merely as an entering wedge for drawing 
upon the capital and surplus of successful and 
well-managed banks to pay for the mistakes of 
those which have been unsuccessful or poorly 
managed.”—-Percy A. Johnston, in a committee 
report to the New York Merchants Association. 





The Lawyer and the Trust Company 


A short time ago an eastern bank enlarged its promotional activities, both in advertis- 
ing and direct solicitation, directed towards increasing its volume of trust business. 
In so doing it stirred up a veritable hornet’s nest among the lawyers in its com- 
munity, through evident misunderstanding of the principles and mechanics involved. 
At the request of THE BANKERS MAGAZINE, an officer of this bank has written the 
following article, which shows a sympathetic understanding of the lawyer viewpoint. 
And with this understanding, the bank, by varying its approach, delicately and 


completely regained harmony between the banking and legal factors. 


While the 


bank's identity is, for sufficient reasons, not disclosed, the points brought out will 
be valuable to advertising men confronted with a somewhat similar situation.—Editor. 


HE prospective testator and the 
trust solicitor were seated in the 
attorney's office. A thorough dis- 
cussion of the estate plan, prepared by 
the bank, had just been concluded. 
The prospect’s lawyer stated that he 
would have the preliminary draft of 
the will ready in a few days. Suddenly 
the prospect, who was more than 
merely a client of the attorney, turned 
to the latter and said: “I realize, 
John, that you will draw my will, 
but where do you come into the picture 
when the clock strikes twelve for me?” 
His lawyer friend replied that the 
bank would handle all of the legal 
affairs of the estate and that he would 
be ignored completely. 

It ought to be parenthetically inserted 
here that the bank is located in a 
state whose statutes do not require 
the services of a lawyer in the probat- 
ing of a will. But the trust solicitor 
was quick to realize the argument that 
would ensue if the lawyer’s reply were 
to go unanswered. In a tactful manner 
he pointed out that it was the invari- 
able rule of his bank to employ the 
attorney who drew the will to handle 
every legal problem in the administra- 
tion of the estate. He added that this 
precept was broken only where the 
family of the testator raised serious 
objections to the lawyer whose name 
appeared on the face of the will. 
Mention was made of several important 
estates that had been administered re- 
cently by this bank; the legal fraternity 
was fully aware that in each of these 
instances the attorney who drew the 
will was retained as counsei for the 


estate and that the legal fee was 


nearly equal to that of the executor. 


WHY THIS CUSTOM HAS BEEN ADOPTED 


The reasons for the adoption of such 
a custom by this bank are simple. It is 
a comparatively small national banking 
institution, organized nearly eighty 
years ago, which is located in a city 
of 50,000 inhabitants. Its trust depart- 
ment has been operating since the 1918 
amendment to the Federal Reserve Act. 
Only recently has this unit of the 
bank become self-supporting; the officers 
believe that the department is still in 
the infancy stage, at least as far as 
the development of the potential trust 
market is concerned. Everything that 
can possibly contribute to the growth 
of the trust department is being done. 
The management realizes that, for every 
single prospect who is sold by the trust 
solicitor, several others consult their 
own attorney and make wills without 
ever going near the trust department. 
Obviously the ill-will of local attorneys 
can divert from the bank some of this 
trust business which has been only 
incompletely sold by newspaper and 
direct mail advertising. Most lawyers, 
who are certain of their retention by 
the executor, would approve of the 
appointment of a corporate fiduciary. 
But the bank has an even stronger 
reason for retaining the testator’s at- 
torney. Ordinarily the family lawyer 
knows the family, is aware of its 
peculiar characteristics, and is fully 
cognizant of the aims and wishes of 
its head for the welfare and support 
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of each of its members. Obviously the 
acquisition of this background would 
be difficult for the corporate fiduciary. 
But such knowledge is absolutely essen- 
tial in the administration of some 
estates; in carrying out the terms of 
every will it would facilitate matters 
and pave the way to a harmonious 
settlement. Human beings are more 
than usually difficult to work with 
where the loss of a loved one is still 
recent, where the passage of time has 
not yet healed the wounds of death. 
Certainly the family lawyer who is 
not a “cold blooded and impersonal 
corporation” can be most helpful in 
bringing heirs and executor together 
and effecting cooperation between 
them. Trust officers who have had 
experience in carrying out wills in 
which partial or complete discretion 
has been granted to the executor or 
trustee in such matters as distribution 
of estate assets in kind or advancement 
of principal in emergencies to life 
tenants will quickly acknowledge the 
value of confidence of the heirs in the 


This bank has added con- 


fiduciary. 
siderably to the good will of its public 


by the intelligent and sympathetic 
administration of estates. If a satis- 
fied customer is an institution’s most 
effective advertisement, then this bank 
can point to many heirs and bene- 
ficiaries of estates who, from their own 
experience, are thoroughly convinced 
that at least one corporate fiduciary 
is more than a symmetrical heap of steel 
and concrete. 


ONE CAUSE OF INHARMONIOUS 
RELATIONS 


There was at one time another cause 
of ill feeling by attorneys for banks 
and trust companies. In a small com- 
munity many lawyers sincerely believe 
that a bank “throws” as much business 
as possible into the hands of its own 
attorney who may, or may not, be a 
member of its board of directors. This 
bank’s officers frequently heard this 
accusation levelled at their own institu- 
tion. The bank’s trust solicitor has 
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done a great deal to refute this charge. 
After he has discussed an estate plan 
with a prospect, his next step is the 
definite recommendation that the pro- 
spective testator’s own attorney should 
be consulted. Usually he arranges an 
appointment at a specific time in the 
lawyer's office; it is made entirely clear 
then that the plan must not be adopted, 
even in outline, until the attorney shall 
have examined and approved it. It is 
rare when the lawyer is not grateful 
to the solicitor for the help that he 
has been in showing the client how to 
think through his wishes for all con- 
tingencies in his family. Often the 
estate diagram or chart of benefits, 
prepared by the trust department, is 
the skeleton around which the lawyer 
weaves the legal language from which 
the will evolves. Of course a few 
members of the bar regard as their pre- 
rogative the right to ask the client 
“What is the full name of your 
nephew?” or “What do you want to 
have done with one of your children’s 
share in case he would die, without 
issue, before reaching the age of 30 
years?” but busy and _ successful at- 
torneys appreciate this saving of their 
time. In all of its trust publicity, 
this bank unequivocally recommends 
that “you should consult your own 
attorney”; the trust solicitor merely 
supplements and carries out the printed 
word. 


NO INDIVIDUAL LAWYER RECOMMENDED 


Often the solicitor will encounter a 
prospect who has no attorney whom 
he is in the habit of consulting. This 
bank never recommends one individual 
lawyer but shows the prospect a list 
of the members of the local bar associa- 
tion from which he may make his own 
selection. Sometimes it may be neces- 
sary to mention six or eight lawyers all 
of whom are said to have “a large 
estate practice which has given them 
a broad experience in the drafting of 
wills” but the bank will not suggest 
any one attorney. 

Its trust solicitor has also encountered 
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prospects who say that a competing 
bank will have his will drawn without 
charge. In other words the bank 
pays the fee of the attorney. This 
bank has opposed this custom, not be- 
cause of the money involved, but 
because it seemed like subsidizing the 
attorney who must, even though unin- 
tentionally, place the interests of the 
bank as executor ahead of those of 
the client. Certainly the lawyer would 
not be human if he did not yield to 
the wishes of him who was paying 
the fee. A specific instance came up 
recently: a certain estate was to be 
placed in trust for three life tenants 
with remainder over at their death; 
the bank advocated one testamentary 
trust for the reason that estate admin- 
istration, particularly investment diver- 
sification, would be facilitated. The 
prospect’s lawyer, citing tax savings, 
recommended three separate trust 
funds; the choice was left to the testa- 
tor who followed his counsel’s advice 
and his will was so drawn. Possibly 
no serious results will ensue, but the 
bank, if it had been paying the fee, 
would have been able to override the 
attorney who undoubtedly was en- 
deavoring to protect the family of his 
client. Incidentally a will, for which 
the client has to pay, is much more 
liable to remain sold. It ought also 
to be said that a few of the better 
attorneys are now beginning to question 
the ethics of any bank’s paying for 
the drafting of wills, and this bank 
thereby receives much favorable com- 
ment from prominent and _ influential 
lawyers for its policy in this respect. 


FRIENDLY RELATIONS WITH ATTORNEYS 


All of these policies would be only 
slowly recognized if the bank’s trust 
solicitor did not maintain friendly re- 


lations with attorneys. No small part 
of his time is devoted to calls upon 
them. Often he may bring with him 
new tax material or court decisions 
that pertain to estates and trusts. He 
may even leave with the attorney a 
copy of the splendid address by Merrel 
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P. Callaway of the Guaranty Trust 
Company to the American Bar Asso- 
ciation on Co-operation between At- 
torneys and Trust Companies, or that 
very. generous talk of John G. Jackson 
of the New York Bar to the last con- 
vention of the Trust Company Division 
of the American Bankers Association. 
His bank supplies several lawyers with 
copies of Prentice-Hall’s excellent Pocket 
Tax and Trust Service, whose monthly 
supplements with new rulings and de- 
cisions afford valid excuse for the call 
and a friendly discussion of the points 
raised therein. Parenthetically, the 
lawyer cannot avoid the impression 
that here is one bank whose officers 
are making every effort to keep pace 
with the latest developments in estate 
problems and procedure. The passage 
of the Revenue Act of 1932 also offered 
the trust solicitor an opportunity of 
calling on the lawyers and presenting 
them with a digest, prepared by his 
bank, of all of its provisions. 


SOURCES OF FRICTION 


It must not be thought, however, 
that all friction has been removed be- 
tween this bank and the lawyers of 
the community. Only recently one 
attorney addressed a letter to the bank’s 
board of directors, criticizing a certain 
newspaper advertisement of the bank. 
This otherwise sound follower of Black- 
stone seriously questioned the legal right 
of any corporate fiduciary to solicit 
trust business through either the printed 
or spoken word. He had also trans- 
lated the words of the advertisement, 
which stressed estate shrinkage and the 
waste of improper estate planning, as 
a direct reflection on the ability of the 
members of the bar to advise their 
clients properly about their wills. 
Needless to say, this bank’s counsel, 
who had approved the advertisement 
prior to its publication, was asked to 
reply, and his subsequent report indi- 
cated that the protesting lawyer had 
been placated. 

Admittance should also be made of 
the fact that a few attorneys, who 
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apparently were greatly concerned over 
the effect of current economic condi- 
tions upon their practice, had succeeded 
in stirring up the bar association to 
such an extent that a committee had 
been appointed to look into the sup- 
posedly illegal practice of law by banks 
and trust companies. It is noteworthy 
that only one out of the seven members 
of this investigating committee handles 
an appreciable amount of estate and 
trust work. The first meeting between 
it and representatives of the corporate 
fiduciaries was marked by such an 
evident desire of the banks to co-operate 
that some of the attending members 
of the bar later confessed their astonish- 
ment. The probable outcome of the 


meeting is the formation of a code 
of principles and the establishment of 
a joint committee on grievances. 


EFFORTS TOWARD CONCILIATION AND 
CO-OPERATION 


This particular bank is earnestly 
striving to conciliate and co-operate 
with attorneys. It is endeavoring to 
refrain from giving legal advice or 
performing legal services. Its officers 
firmly believe that, in the long run, the 
general public will unconsciously solve 
the bank-lawyer problem by diverting 
its business into the most capable hands. 
They also realize that, for a generation 
at least, it has been the usual custom 
for the people of their community to 
name local attorneys as their executors 
and trustees; but they also appreciate 
the changing trend in the composition 
of estates and the increasing presence 
of more than purely legal problems in 
estate administration. Men of means 
no longer concentrate their funds in 
real estate as formerly but are depend- 
ing more and more on investment in 
securities. The management of such 
personal property can best be per- 
formed by the corporate fiduciary which 
is admirably equipped to exercise con- 
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stant and able supervision over the 
securities in estates. This bank is mak- 
ing special efforts to convince the 
lawyers of its community that the 
interests of the owners of property 
will be best served only if banks and 
attorneys unite to carry out the terms 
of will and trust agreement, the former 
with their broad experience and ability 
in the field of estate management and 
the latter with their years of study of 
and contact with the gradual evolution 
of legal decisions and statutes. 


HOW THE POLICY IS APPLIED 


One actual incident will illustrate 
the way in which this bank’s policies 
are carried out. Possibly such a hap- 
pening would occur only in a small 
community. The bank’s trust solicitor 
had answered a request for information 
about estate planning; it developed that 
the prospect decided to make his will in 
which trusts would be set up for the 
benefit of his wife and children. The 
prospective testator promised to see his 
attorney about the draftsmanship of 
the instrument. Shortly afterward the 
trust solicitor in his follow-up learned 
from the prospect that the attorney 
didn’t “seem to know what it was all 
about.” Realizing that an impasse had 
been reached, the bank’s representative 
persuaded the prospect to ‘phone the 
lawyer for an appointment for him. 
The subsequent interview was tactfully 
planned to lead up to the point where 
the solicitor innocently produced a 
“sample will with trusts which a New 
York City bank had sent out.” The 
lawyer asked if he might look the 
document over, and the solicitor de- 
parted. Within a few days the pros- 
pect called at the bank to leave, in 
its vault, his executed will which, upon 
inspection, showed that, at least, the 
lawyer had read the “sample.” But the 
testator achieved his objects for his 
family and the attorney is now a real 


friend of the bank. 





Sound Banking Principles 


What They Are and How They Are Maintained 


By Rospert M. HANEs 
President Wachovia Bank and Trust Company, Winston-Salem, N. C. 


AM tremendously appreciative of 
| this opportunity of appearing before 
such a representative group of out- 
standing men to discuss the subject of 
commercial banking. The commercial 


banker’s duties, functions, and limits of. 


ability to serve are so badly misunder- 
stood today by the general public that I 
believe a frank discussion of the rela- 
tionships a commercial banker should 
bear to his customers and his commu- 
nity might prove worth while. 


RESPONSIBILITY OF BANKERS FOR LACK 
OF UNDERSTANDING 


In all candor I must admit that com- 
mercial bankers are almost wholly re- 
sponsible for the misunderstanding 
which exists. Commercial bankers stated 
publicly and advertised widely that they 
desired every one to use their banks, 
and would accept deposits from $1.00 
up, furnish checks, deposit slips, ledger 
sheets, and all required stationery, be 
responsible for the acts of their em- 
ployes in handling the deposits honestly 
and without mistake—all without 
charge to their customers. As com- 
petition for business among bankers be- 
came keener, they were not satisfied 
with offering this service to the public, 
but further stated that they were pre- 
pared to offer every sort of financial 
service under one roof, much of which 
they were totally unprepared, either by 
experience or ability, to handle. 

Feeling that still they were not offer- 
ing the public enough, they advertised 
that they would do everything from the 
securing of railway, steamship and 
theater tickets to the running of day 
nurseries, while nothing would be asked 


From an address. 


in return for these services. The public, 
therefore, was led to believe that any- 
thing and everything it desired would 
be done by the bankers without charge, 
regardless of the amount of time, labor 
or expense involved. There never was 
sufficient profit in the commercial bank- 
ing field to allow any such program to 
be carried out successfully. 


TRUST RELATIONSHIP OF BANKS 


Every commercial banker who accepts 
deposits, whether checking or savings, is 
in the final analysis accepting funds in 
trust, to be managed intelligently and 
honestly. Statistics show that for the 
banks of the United States as a whole 
less than 10 per cent. of the depositors 
are also borrowers. Stating this another 
way, 90 or more per cent. of the deposi- 
tors of the country ask nothing of a 
banker but that he accept their funds, 
manage them wisely and honestly, and 
be prepared to return them at any 
moment they might desire them. 

Every banker has learned during the 
past two years that the pubiic some- 
times desires its funds on short notice 
and in large amounts. Because the 10 
per cent. of borrowing depositors have 
been much more insistent in their de- 
mands, much more critical, and much 
louder in voicing their wishes than have 
the 90 per cent. of depositors who are 
non-borrowers, many bankers have made 
the mistake of allowing the 10 per cent. 
to form the policies and determine the 
procedures of their banks, with the re- 
sult that when the 90 per cent. finally 
started talking and in no _ uncertain 
terms called for their deposits, the 10 
per cent. were found to be totally un- 
prepared to meet their contracts to pay. 
When the inevitable closing of a bank 
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urning a Withdrawal 
into a Profit 


EOPLE withdraw money from 
banks to spend it. 


Practically only one kind of a with- 
drawal for one kind of an expenditure 
can be turned by the bank into a profit. 
That is when a depositor takes out 
money to spend on a trip—any kind of 
a trip—weekend, business, motor, rail- 
road, cruise, domestic or foreign. People 
taking trips need American Express 
Travelers Cheques. They need them 
for safety’s sake. 


The prospect is already at the bank. 
He is a depositor. All that is generally 
needed to make him a Travelers Cheque 
customer is a reminder, a suggestion as 
to the risk of carrying cash and an offer 


to provide the Cheques. The Paying 
Teller is in the strategic position to 
make this sale. 


With Travelers Cheques in his pocket 
instead of cash, the customer leaves the 
bank feeling safer and grateful for the 
bank’s advice. The profit to the bank is 
one-half of one percent, with no red 
tape and no risk. It was the working 
out of the Travelers Cheque system by 
the American Express in 1891 which 
made this profit possible. 


5 4 Sd 


Steamship tickets, hotel reservations, 
itineraries, cruises and tours planned 
and booked to any part of the world by 
the American Express Travel Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
i ALT 
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so managed occurred, those who were 
the loudest and most active in insisting 
upon a free and easy loaning policy by 
the banker became immediately loudest 
in their condemnation of his failure and 
were among those most insistent upon 
his being incarcerated. 


BANKER'S FIRST DUTY TO DEPOSITORS 


Any intelligent commercial banker 
knows that his first duty is to the 90 per 
cent. of his depositors who ask nothing 
but that he handle wisely their funds 
and be prepared to return them at any 
time, allowing him to make what honest 
profit he can on these funds in the 
meantime. His second duty is to his 
borrowing depositors. He will do for 
them everything he can consistent with 
sound banking practices, but further 
than this he will not go, regardless of in- 
sistence, abuse or threats. 

The failure of 10,000 banks in the 
past ten years and of 4665 since Janu- 
ary 1, 1930, is proof positive that bank- 
ers who vie with each other in giving 
away their services, or who adopt easy 
and unsound investing policies for their 
depositors’ funds, are doomed to destroy 
their banks and seriously impair, if not 
totally wreck, their communities. 

The depositing public should under- 
stand, after the many costly lessons it 
has had, that a sound, conservative 
banker is the greatest asset any com- 
munity can have. On the contrary, the 
banker, who, by free and easy loaning 
of funds, strives to make himself popu- 
lar and his bank grow, is sure to reap 
calamity instead of success for himself 
and his community. 


FUNDAMENTALS OF SOUND BANKING 


Now, let us discuss just what are the 
sound functions of a commercial bank. 
I believe there are two fundamental 
principles which must govern every com- 
mercial bank, and when these are not 
adhered to trouble and distress, and 
often calamity, are bound to ensue: 

!. Any commercial bank to be sound 
must be liquid. 


‘tors’ funds in local loans. 


147 


2. Any commercial bank to be sound 
must be profitable. 

Let us analyze these two principles in 
order. 

Any bank to be sound, of course, 
must be conservative in its investments, 
must be alert as to changing trends, and 
must know thoroughly its loans. No 
banker should invest all of his deposi- 
He should 
keep from 25 to 50 per cent., depending 
upon conditions, of his deposits in cash, 
United States Government, state and 
high-class municipal bonds, commercial 
paper and bankers’ acceptances. 


LOANS AND LIQUID SECURITIES 


When adversity and depression come, 
even the best individuals, firms and cor- 
porations get where they cannot liqui- 
date their indebtednesses, and those of 
less ability are absolutely paralyzed. 
Under such conditions, if the banker has 
loaned all of his depositors’ funds 
locally, he has placed his institution in 
a most unenviable position, because 


when his deposits start slumping he is 
forced to call loans, which simply aug- 
ments the already acute and distressing 
local situation. 

On the other hand, if a good per- 
centage of the depositors’ funds are in- 
vested in high-class liquid securities in 


no way connected with the bank’s 
locality, these can be readily converted 
to take care of withdrawals, making it 
not only unnecessary to call local loans, 
but additional funds can be made avail- 
able to assist the most worth-while cus- 
tomers of the bank to go through the 
depression. In addition to this, the 
banker is at all times in a position ‘to 
protect his bank from unreasonable and 
panic-stricken depositors. Certainly the 
community is far better served by such 
a policy than by one of buoyant opti- 
mism in the free lending of funds locally 
during good times, only to have the 
community crushed by the bank’s clos- 
ing in depressed times. 

The depositors’ funds which are in- 
vested in local loans must be handled 
with the greatest care. In order to pro- 
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tect his depositors’ funds the banker 
must require collateral in the form of 
readily marketable securities, or a finan- 
cial statement in sufficient detail to 
prove to him beyond peradventure that 
the borrower can repay the loan. 

In addition to the care that he must 
exercise in loaning his depositors’ funds, 
he must also have a definite understand- 
ing as to the repayment of these funds, 
and in no case should he make a loan 
running longer than a_ twelve-month 
period. The slow and long-running 
loan of today, in a majority of cases, 
becomes the loss of tomorrow. The 
banker, of course, is protecting his de- 
positors when he demands that loans be 
repaid within a reasonable length of 
time, and he is also protecting his bor- 
rowers in not letting them over-comunit 
themselves in their enthusiasm and 
optimism. 


BANKER MUST KNOW THE PURPOSE OF 
LOANS 


A large proportion of the people of 
the United States are incapable of bor- 
rowing money, using it profitably and 
returning it at a fixed time. A banker 
does a distinct disservice to any indi- 
vidual by over-lending him or by lend- 
ing him money to use unwisely. By so 
doing the banker helps that individual 
to contract a debt that will prove a loss 
and may take years to repay. 

It becomes the duty of the banker, 
therefore, to ascertain to what use the 
borrower expects to put the loan, and if 
the plan is not entirely sound, the 
banker must decline the use of his de- 
positors' funds. The greatest trouble 
with the whole world today is over-com- 
mitment of debt. 


RULES FOR SAFE LENDING 


There are three rules in the loaning 
of funds that every successful commer- 
cial banker must follow: 

1. Every loan must be absolutely 
good when made. 

2. No loan must run longer than 
twelve months, and at the time the loan 
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is originally made a definite schedule of 
regular curtailments must be agreed 
upon and consistently followed until the 
loan is repaid in full. 

3. The banker must ascertain that 
the borrower has dependable sources of 
income from which these repayments 
can be made. 

Immediately some of you are going 
to say that a bank operated on this basis 
is of no good to any community and 
should be run out of it. But I am say- 
ing to you that if a banker persists in 
operating a bank on any other basis than 
the above outlined, he will eventually 
run himself out of the community and 
do untold damage in so doing. The 
reason these policies seem harsh and re- 
stricted to the public is that, by unwise 
and unwarranted practices, the public 
has been led to expect a commercial 
banker to take chances and to make 
loans wholly inconsistent with the prin- 
ciples of safe banking. 


PROFIT ESSENTIAL TO SAFETY 


I have said that the second funda- 
mental principle in operating a bank is 
that it must be profitable. This means, 
of course, that a banker must, as has be- 
come absolutely necessary with all other 
businesses, cut his expenses to the irre- 
ducible minimum. He must, by constant 
study, systematize his bank until it op- 
erates most efficiently, and he must rea- 
sonably charge for every service he per- 
forms. This is no day of miracles and 
no banker can long give away his serv- 
ices without finding that he has also 
given away his depositors’ funds. 

A bank that is unprofitable is a men- 
ace to any community. In times such 
as these that we are passing through, 
every bank sustains heavy losses and de- 
preciation in investments. Unless these 
losses can be absorbed by earnings which 
are considerably in excess of operating 
expenses, the capital of the bank is soon 
affected. This means, of course, less 
protection to the depositors, and, if per- 
sisted in, a final loss of depositors’ funds. 
A bank, therefore, to be sound and 
virile must be profitable. 
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NO SUCH THING AS LEGISLATING SOUND 
AND HONEST BANKING 


There have been and will yet be many 
legislative panaceas offered for banking 
troubles. There are several bills now in 
Congress, and undoubtedly others will 
be offered in the North Carolina Gen- 
eral Assembly, designed to regulate 
banking practices and attempting to 
safeguard depositors’ funds. Eight states 
have, at one time or another, passed 
guaranty bills and set up machinery to 
guarantee all bank deposits within these 
states. Every one of them has aban- 
doned the plan after tremendous losses 
to the state treasury, and there is no 
question that a like fate is certainly 
awaiting any such action by the na- 
tional Government. 

Every good banker welcomes any 
helpful legislation that can be passed, 
either by his state or national Govern- 
ment. Good bankers have suffered as 
much or more than has the public from 
bad banking practices, and they will cer- 
tainly welcome any worth-while legisla- 
tion that will remedy this situation. 
There is no such thing, however, as 
legislating sound and honest banking. 
This is dependent entirely upon, the 
ability and integrity of the management, 
and given bad or dishonest management, 
there is no guaranty fund large enough 
to save the depositors. 

There are, however, three safeguards 
that can and should be thrown around 
depositors’ funds, and if these are prop- 
erly enforced, losses by depositors will 
be at a minimum: 

1. Before any charter is granted, the 
banking commissioner should ascertain 
that a bank, or an additional bank, is 
necessary in the community; not that a 
group of well-meaning but wholly un- 
informed people in the community de- 
sire a bank, but that there is ample 
banking business available to support 
the bank comfortably if it is established. 

2. After the need for the bank has 
been definitely established, honest, in- 
telligent and experienced management 


should be had before the bank is allowed 
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to open. It matters not how good the 
directorate is, or how earnest and sin- 
cere it is in its desire to run a sound 
bank, unless the active officers are ex- 
perienced and dependable, the bank is 
sure to come to distress. 

3. Before allowing any person to 
become an officer in a bank, he or she 
should be required to stand a compre- 
hensive examination before a well-quali- 
fied board of examiners in order to in- 
sure a satisfactory experience and a 
proper working knowledge of sound and 
conservative banking principles. 


PUT BANKING ON PROFESSIONAL BASIS 


We do not permit a physician to 
practice on our children, nor do we per- 
mit a lawyer to practice in our courts— 
and we do not even allow a veterinarian 
to practice on our dogs—unless each of 
these has been before a duly appointed 
board and has proved himself qualified 
to perform these duties. Why, then, 
should we permit an ex-sheriff, an ex- 
register of deeds, an ex-clerk of court, 
an ex-doctor, an ex-merchant, or an ex- 
farmer to become an officer in a bank 
without any requirement of previous 
experience or any test of his fitness for 
the job? Regardless of the thorough 
knowledge of his own business or pro- 
fession he may possess, and regardless of 
the high standing in the community he 


may enjoy, how can he be expected to 


manage intelligently and soundly the 
highly specialized business of commer- 
cial banking, a business which involves 
the safety of the credit reserves of the 
community and the life savings of its 
citizens? ; 

Sound loan policies, a reasonable 
profit from operations, and above all, a 
constant recognition of the depositors’ 
paramount interests—these are the fun- 
damental principles upon which safe, 
constructive commercial banking always 
has been and always will be built. Strict 
adherence to these principles by bank 
executives who have been thoroughly 
tested as to ability and integrity, and 
are regulated by fearless and intelligent 
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governmental supervision, will provide 
the greatest measure of protection for 
our millions of bank depositors and at 
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the same time will insure a proper and 
constructive use of bank credit in the 
business channels of America. 


An Interior Distributing Plan That Cuts 
Costs and Saves Time 


By L. M. DEmpPsEy 
Assistant Vice-President and Auditor, First National Bank, Portland, Ore. 


The distributing plan for use in the so-called “interior department’ of a bank, 
described in this article, has been devised and copyrighted by L. M. Dempsey, 
assistant vice-president and auditor of the First National Bank, Portland, Oregon. 
It is in operation in this institution, where it has been found of great value in 
speeding up and simplifying the work, so that items flow smoothly and speedily 
from the receiving departments to bookkeepers with only one proof on permanent 


bank records. 


In fact, items flow to the bookkeepers nearly three times as fast as 


they used to under the old system, and economies have been effected that did not 
seem possible before, the saving of thousands of dollars having been made.—Editor. 


HE conventional manner of han- 
dling items in the interior depart- 
ment of large banks is for items to 


flow to a central point after receipt by 
tellers’ and service departments. Here 


they are segregated for other depart- 
ments such as checks on us, transit, clear- 
ing, city cash collection items, general 
ledger items, tellers’ exchanges, savings 
deposits and withdrawals, interbranch 


items, etc. Proofs are made of these 
items for each individual teller and de- 
partment in the form of “batch” sheets. 
Then the items are broken down and 
alphabetically assorted to the various 
bookkeepers: transit sites, clearing banks, 
correspondent banks and general ledger. 

Each department receives the items 
charged to it, proves them in, and posts 
them to its respective records. At the 
end of the day a recapitulation is made 
and the totals are checked with the con- 
solidated figures assembled by the in- 
terior department. With so many 
people handling the items there are often 
errors made which, under the old system, 
are not caught until the end of the day, 
but under the plan herein outlined are 
corrected before the item has been in 
the bank ten minutes. 

These deficiencies and delays which 
occur in the conventional manner of 


handling interior items inspired the au- 
thor to figure a short cut that would 
eliminate at least the duplications of 
proofs from the interior department. 
The new plan is workable yet very 
simple. When a deposit is made the 
teller fills out a carbon-spotted tag in 
duplicate. He puts the duplicate on a 
spindle for reference and sends the 
original with the checks and items mak- 
ing up the deposit in an electric elevator 
to the distributing department where 
comptometer operators prove the totals 
“in the air” to insure that the debits 
equal the credits. The items are then 
broken down to departmental segrega- 
tions: Clearing, transit, individual book- 
keepers, correspondent banks, banker 
bookkeepers, general ledger, etc. All of 
this is done before the items have been 
in the bank twenty minutes. A proof 
is then made on the permanent depart- 
mental records, from which a consolida’ 
tion clerk assembles the totals on a re- 
capitulation sheet and the items are im- 
mediately released for posting, etc. 
Because of the delay in service to the 
customers, the tellers of the First Na- 
tional Bank are not required to prove 
the total of any deposit tag when the 
deposit is made. This sometimes causes 
them to be out of balance at the end of 
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the day, when it is necessary for them 
to check the various tags received by 
them, and which, in the meantime have 
been posted by the individual book- 
keepers. Under this new plan, totals 
are proved immediately and any errors 
are referred back to the receiving teller 
for correction. 


ECONOMY OF THE PROCEDURE 


The value of this procedure is readily 
It provides maximum protection, 
because checks and deposits are recorded 
on the permanent records within twenty 
minutes after receipt. The saving in 
expense and equipment is enormous. 
Only three-fourths the amount of floor 
space is required. Only three-fourths 
the former number of listing machines 
is used. Savings are effected in the in- 


seen. 
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terior department personnel estimated 
at about 30 per cent. These savings 
alone would make the system of ines- 


‘timable value in departmental proceed- 


ings formerly so complicated and so 
liable to error. 

Other benefits which the First Na- 
tional Bank has received from this plan 
are: 

1. Items flow smoothly from tellers 
to bookkeepers in minimum time. 

2. A control over tellers” cash is 
provided that is acceptable to the audit- 
ing department. 

3. Errors are avoided in footing up 
totals on deposit tags. 

4. Considerable saving is effected 
through discontinuance of maintenance 
on machines, electric power and rolls of 
adding machine tape. 


“The factory system as we know it seems doomed 


to disappear. 


As mass production is perfected, 


there will be little need for dividing such countries 
as the United States into agricultural and urban 


sections. 


Cities will go to the country. The coun- 


try will come to the city. The movement has al- 


ready begun. 


It was made possible and even in- 


evitable by the coming of giant power.”—Edward 


A. Filene. 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Treasury Financing 


T LAST there is evidence that 
A policy of financing current 
needs of the Treasury by the 
frequent issue of short-term certificates 
and bills is to undergo some modifica- 
tion. The reason for this change does 
not, it seems, arise from any com- 
punctions on’ the part of the Treasury, 
which would be quite satisfied to relieve 
its constantly recurring needs by resort 
to borrowing at low rates, but it is 
said the banks are no longer in favor 
of this method of financing, at least 
to the extent that resort has been had 
to it for so long a time. 

In several instances quite recently 
Treasury borrowings on short-term cer- 
tificates and bills has been at a rate 
below one per cent. This hardly 
affords any margin of profit whatever 
to the banks, however gratifying it may 
be to the Treasury. 

The reason why the Treasury has 
been able to borrow at a nominal rate 
is not a true reflection of the credit 
of the United States—although this 
credit is still high, despite the huge and 
mounting deficit. A better explanation 
of the low rate is found in the scant 
demand for funds for the ordinary 
purposes of production and _ trade. 
With a plethora of funds, the banks 
have thus far been willing to invest 
in Treasury obligations, which are en- 
tirely safe, even though the rate of 
return afforded little if any profit. 
But it is now reported that the banks 
are showing a lessening relish for this 
type of investment. Some of them 
already have almost or quite the major 
form of their loans thus placed. If 
there is soon to be a revival of busi- 
ness, the banks might find this heavy 
commitment in this direction undesir- 
able. They will want to be in a better 
position to make loans for the usual 


requirements. They further object that 
the “easy money” policy, designed in 
part to make Government borrowing 
easier, tends to an artificial derangement 
of the money market. 

To retire even a moderate part of 
the short-term obligations by the issue 
of bonds will cost the Treasury a con- 
siderable sum, as the bonds must bear 
a considerably higher rate than has 
been paid of late on bills and certifi- 
cates. Actually, a somewhat higher 
rate will have to be named for a fresh 
issue of bonds than is really justified 
by existing money market conditions, 
as it is desirable to fix a rate that will 
keep the new issues at a near par. 

With an attractive rate, no doubt 
exists as to the ability of the Treasury 
to make a successful flotation of what- 
ever amount of bonds it may be con- 
sidered: expedient to put out. 


GUARANTEED MORTGAGES 


HE recent appointment of a re- 
receiver for a company engaged 
in guaranteeing mortgages, in 
Philadelphia, should not be taken as 
an indication of general unsoundness 
in this type of financial activity. Here, 
as elsewhere, all depends upon the 
character of the management of the 
institutions engaged in this line of 
business. 

On some grounds it would be desir- 
able if investments of every type could 
have a substantial guaranty back of 
them. Such support would relieve the 
individual investors of much care and 
worry, and would save him from losses 
which even the best judgment he can ex- 
ercise often fails to prevent. It is doubt- 
ful, however, if ever the Federal Gov- 
ernment would be strong enough to make 
a guaranty of this nature effectual. But 
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it would not be surprising, if the 
demand for Government insurance of 
bank deposits is successful, to see pro- 
posals put forth for making invest- 
ments equally safe and by the same 
means. Proposals of this character 
may be regarded as. impracticable, even 
as visionary. But other schemes not 
long since considered as equally so 
are now coming to be looked on with 
a tolerant eye. 

Corporate guaranty of securities is 


not unknown, other than as applied 


to real estate mortgages. The securities 
of some railways have the added 
strength given them by the guaranty 
of more important lines. 

Guaranties of mortgages and other 
securities, while contributing to the 
mental ease of the timid investor, are 
probably open to some of the objections 
attaching to collateral bank loans. In 
the case of the latter some tendency 


has been shown to rely too much upon’ 


the collateral, and not to pay enough 
attention to the enterprise which the 
collateral represents and the character 
of the management. So with guar- 
anteed mortgages or other securities. 
They tend to absolve the investor from 
that unceasing vigilance as to these 
matters, which is the exacting price 
he must pay for safety. 

Extreme depression in the value of 
real estate has put a severe test upon 
some of the companies engaged in 
marketing guaranteed mortgages. That 
they have stood the test, with com- 
parative exemption from failure, and 


with little or only nominal depreciation 
in the securities guaranteed, is a high 
tribute to the conservative character of 
their management. Obviously, a com- 
pany that puts its own guaranty behind 
the securities it sells will, if wisely 
managed, take extreme care that this 
stamp of approval is placed only where 
deserved. 


COURSE OF THE BOND MARKET 
IN 1932 . 


ITH 1932 now history, says 
Barron's, it is interesting to 
note the action of the bond 


market of the twelve months as por- 
trayed by the Dow-Jones and Barron's 
averages. The combined Dow-Jones 
average ended the year in close prox- 
imity to the level prevailing at the 
end of 1931, the December 31 figure 
being 77.74 for 1932 and 77.77 for 
1931. The ten high-grade rails gained 
4.08 points, but the ten second-grade 
carrier issues lost no less than 8.11 
points. On the other hand, the ten 
public-utility bonds gained 4.78 points, 
closing the year at their 1932 peak. A 
decline of 0.86 points occurred during 
the year in the ten industrials. The 
Barron's average of bond yields, com- 
posed of somewhat higher-grade issues, 
shows that the sounder liens made con- 
siderable headway during the year. 
Whereas the combined yield on the 
forty-five bonds was 5.91 per cent. at 
the close of 1931, it had decreased to 
5.69 per cent. by the end of 1932. 
The fifteen rails remained practically 
stationary, for the yield at the close 
of 1932 was 5.90 per cent. as compared 
with 5.89 per cent. a year earlier. 
However, the public-utility group made 
a new 1932 low yield at the year-end 
with an average return of 4.85 per 
cent. comparing with a yield of 5.25 
per cent. at the end of 1931 and a 
return of only 4.37 per cent. in the 
early summer of that year before the 
acute financial phase of the depression 
began. Despite the inclusion of several 
distinctly second-grade issues, the indus 
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STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
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trial bonds ended 1932 with an average 
yield of 6.32 per cent., as compared 
with 6.59 per cent. at the end of 1931. 

With returns on the soundest bonds 
declining so rapidly, many conservative 
investors are experiencing difficulty in 
combining an attractive return with 
what they consider adequate security. 


OUTSTANDING CANADIAN 
SECURITIES 


STATISTICAL compilation of 
Acres bonds outstanding, with 


maturities and interest payments 
in 1933, has been issued by A. E. Ames 
© Co. Limited, Part of the informa- 
tion contained in this publication is 
given below: 


long-term bonds, which of course would 
have to bear a considerably higher rate 
than is now paid on the certificates and 
bills. An improvement in the bond 
market in recent months had, it was 
supposed, made the time favorable to 
such a refunding operation. But it now 
seems that this view was incorrect, for 
the contemplated refunding: policy has 
operated to reduce the prices of out- 
standing bond issues. 

With money rates so low, and with 
such a large volume of idle funds, it is 
not altogether a simple matter to under- 
stand why a bond issue of considerable 
proportions should not be regarded fa- 
vorably. Possibly, the failure to balance 
the budget, and some quite radical pro- 
posals looked on with a large degree of 


TOTAL CANADIAN BONDS AND DEBENTURES OUTSTANDING 
PAYMENT DISTRIBUTION 


Total 
Dominion of Canada 
Direct Obligations 
Guaranteed Obligations. 1,000,285,413 
Provinces of Canada 
Direct Obligations 1,189,954,030 
Guaranteed Obligations. 221,842,605 
Municipalities of Canada.. 1,323,094,066 
CODPPIIIINE 5 0:0's<she'c crarorere 1,427,215,481 


. ++ -$2,597,676,637 $ 391,040,900 


Payable 
in Pounds 
Sterling 


Payable in 


Payable in 
U. S. Funds 


Canadian Funds 


$1,894,967,600 
61,135,118 


$311,668,137 


621,820,848 317,329,447 


769,198,150 
56,074,326 
314,945,200 
1,094,757,138 


328,089,894 

91,509,735 
914,540,546 
274,925,411 


92,665,986 
74,258,544 
93,608,320 
57,532,932 





$7,760,068,232 


EARLY GOVERNMENT BOND 
ISSUE IMPROBABLE 


UGGESTIONS have been made re- 
S cently from several sources that it 
would be advisable to convert a 
considerable part of the short-term cer- 
tificates and bills of the Treasury into 


$3,247,836,562 $3,565,168,304 


$947,063,366 


favor in Congress, have contributed to 
bring about this situation. 

It is a commonplace of financial writ- 
ing to say that the credit of the United 
States is of the best—and this statement 
is as true as it is trite. But while the 
credit of the Treasury is indisputably 
high for obligations maturing shortly, it 
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does not seem to occupy quite the same 
exalted position when the time of pay- 
ment is more distant. 

As refunding operations will neces- 
sarily be called for before the end of the 
year, it is regrettable that a part of the 
load could not have been provided for 
at this time. The cause of this situation 
should not escape the attention of Con- 
gress. 


BETTER ACCOUNTING AS A 
PROTECTION FOR 
INVESTORS 


HERE is a general belief that bet- 
ter systems of auditing of company 
statements is essential to increased 
protection of investors in corporate 
securities. With this object in view the 
New York State Society of Certified 
Accountants has made a classification of 
the various services it can render, and 
has sent this information to a large list 
of its members, and to bankers (credit 
men and others). The classification has 
been approved by the American Society 
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of Certified Public Accountants and 
many state groups. It is indicated that 
for the protection of the investing pub- 
lic the type of service rendered should 
be mentioned in the certificate of audit 
attached to audited reports. 

This movement for better auditing is 
to be strongly supported, for a lack of 
such service has made it more difficult 
for the prudent investor to gain the 
kind of information essential to making 
a wise choice of securities. 


SEES NEED FOR CUT IN 
MORTGAGE RATE 


RGING the investor for his own 
| | advantage to accept for a few 

years a lower rate of interest 
on his guaranteed mortgages, Richard 
M. Hurd, president of the Lawyers 
Mortgage Company, in his report to 
stockholders, said that when the vast 
amount of mortgage debt was realized 
it became apparent that the owners of 
New York real estate and the guar: 
anteed mortgage companies must have 





In 1928 THOMAS A. EDISON said of the Electric Industry: 


“Development has 


Two and a half million electric refrigerators, 
nine million radios, half a million ranges, to 
cite a small part of progress, have been in- 
stalled in millions of homes since 1928. On 
more than a quarter of a million farms motors 
have replaced muscle, and the number of in- 
dustrial customers has increased by 63,000. 


YET TODAY... 


50% of wired homes do not use electricity 
for more than lighting and the flat iron 
89% of farms are without electric power 
45% of industrial power is not furnished 
by electric utilities 


The statement—‘‘Development has only well 
begun,” is still true. 


A Foundation for Future Growth 


The Associated Gas & Electric System serves 
805,000 residential electric customers who, 
during the last two years, increased their use 
of electricity at a faster than average rate. 


the co-operation of the mortgage in- 
vestor. 

“New York City real estate is owned 
by upward of 600,000 persons or cor- 
porations and is subject to mortgages 
aggregating $8,000,000,000, of which 
$2,500,000,000 are guaranteed by the 
five large mortgage companies,” said 
Mr. Hurd. “If excessive foreclosures 
and change of ownership are to be 
avoided, mortgaged real estate must 
be relieved of the heavy burden of 
current interest rates. 

“Maturing mortgages amounting to 
$21,766,384 were cashed by the com- 
pany during the past year. This 
amount of maturing mortgages we 
were able to resell and whatever mort- 
gages could not be handled in any 
other way were foreclosed. The com- 
pany sold $5,113,759 of foreclosed real 
estate, charging off losses from earnings. 
Of the capital funds nearly one-half, 
or $10,889,308, was saved from earn- 
ngs and carried to surplus or un- 
livided profits for strengthening the 
uarantee of the company.” 

Mr. Hurd pointed out that in the 


only Well Begun” 


The purchasing power of these customers is 
well up to the national average. 


Yet of the total number served, only . . . 
1 out of 6 owns an electric refrigerator 

1 out of 2 owns an electric radio 

1 out of 33 owns an electric range 

The installation of these three popular ap- 


pliances increases four-fold the amount of 
electricity used. 


Since 1929 more than a thousand new 
power customers have been added by the 
Associated System. This increase forecasts 
greater industrial consumption than ever be- 
fore as economic recovery progresses. 


For information about facilities, service, 
rates, write 


Associated Gas & 
Electric System 


61 BROADWAY NEW YORK 


thirty years of the present management 
the company had had gross earnings of 
$54,262,215 and net profits of $32,354, 
208, of which $21,474,900 was paid 
as dividends to _ stockholders and 
$10,889,308 carried to surplus or un- 
divided profits. 


TOWARD STABILITY 


T the end of 1932, says the New 
Aw Times, in a recent editorial, 
The Annalist index of business 
activity in the United States stood “at 
about 40 per cent. below estimated 
normal.” But it is pointed out in the 
Annual Review and Forecast Number, 
that the figure for the year’s end showed 
a gain of about 15 per cent. from the 
low point reached last July. Of the ten 
factors used in compiling the index, all 
but one-—that representing electric power 
production—was above its midsummer 
level. Small gains were recorded in 
the production of pig iron and steel 
ingots, and larger advances in the case 
of freight carloadings and bituminous 
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coal production. Consumption of 
cotton was about a third larger. The 
year-end rally in the automobile trade 
more than trebled the small number 
of cars manufactured in October. 

It is interesting to compare this 
showing with the record of several 
preceding years. In 1931 The Annalist 
index, instead of rising during the 
period from the end of July to Decem- 
ber, declined from 78.2 to 65.5, with 
nine of the ten component factors 
sharing in the loss—an exact reversal 
of last year’s experience. In 1930 there 
was also a sharp decline during the 
last five months of the year, in this 
case from 86.4 to 76.1, with eight of 
the ten industries showing losses. In 
1929 the combined index fell from 
109.9 in July to 92.1 in December, and 
only one industry—bituminous coal— 
was able to resist the influences then 
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making for recession. Reference to 
these records shows, in fact, that it 
is necessary to go back to 1928 in 
order to find a year in which The 
Annalist index moved upward during 
the July-to-December period, and even 
in this case the advance was less widely 
distributed than in 1932. 

Comparisons of this sort cannot be 
regarded as proof that the low point 
of the depression was reached last 
summer and that recovery will be 
automatic. Many of the articles in 
this annual number of The Anmnalist 
are, in fact, devoted to a discussion of 
dificult problems still unsolved. But, 
as these articles also point out, there 
is little evidence at the present time of 
the “semi-panic” which was evident a 
year ago. The indices of business 
activity have at least moved in the 
direction of greater stability. 





BANKING and COMMERCIAL LAW 


A MONTHLY REVIEW OF IMPORTANT DECISIONS OF INTEREST 
TO BANK EXECUTIVES 


BANK STOCKHOLDER TRANS- 
FERRING SHARES TO MINOR 
REMAINS LIABLE 


Cobb v. Bank of Martin, Court of Ap- 
peals of Georgia, Division No. 2, 
166 So. Rep. 424 


N owner of bank. shares who, 
Aw acting in good faith, trans- 
fers the shares to a minor will 
remain subject to the stockholders’ statu- 
tory liability upon the failure of the 
bank. 

Execution proceedings by the State 
Superintendent of Bank in control of the 
Bank of Martin against T. R. Cobb. 
Judgment for plaintiff in execution, and 
defendant brings error. Affirmed. 


Statement of facts by Jenkins, P. J.: 

This case arose on an afhdavit of il- 
legality interposed to the levy of an ex- 
ecution issued by the state superintend- 
ent of banks on an assessment against the 
defendant as a stockholder of a defunct 
bank. The case was submitted to the 
trial judge, without a jury, upon the fol- 
lowing agreed statement of facts: 
“Tyrus R. Cobb, on April 4, 1919, pur- 
chased and paid for two shares of the 
capital stock of the Bank of Martin, of 
Martin, Ga., represented by certificate 
No. 81. On April 16, 1920, the said 
Tyrus R. Cobb purchased and paid for 
nine (9) shares of the capital stock of 
the Bank of Martin, of Martin, Ga., rep- 
resented by certificate No. 85. On Oc- 
tober 14, 1925, the said Tyrus R. Cobb, 
by endorsement of the two certificates 
set out above, totaling eleven (11) shares 
of the capital stock of the Bank of Mar- 
tin, transferred the said stock to his 
minor daughter, Miss Shirley M. Cobb, 
then fourteen years of age (the said Miss 
Shirley M. Cobb having been born on 
the 2d day of June, 1911), intending by 
aid transfer to make a gift of said stock 
to his said minor daughter; and on that 
sime date, to wit, October 14, 1925, the 


Bank of Martin issued to Miss Shirley 
M. Cobb a certificate for eleven shares 
of the capital stock of the Bank of Mar- 
tin, and had said transfer entered upon 
the books of the bank. That the said 
the Bank of Martin, by resolution of its 
directors was placed in the hands of the 
superintendent of banks of the state of 
Georgia on November 18, 1930, and is 
in the hands of the superintendent of 
banks this date.” 

On the agreed statement of facts, the 
trial judge found in favor of the plain- 
tiff, and ordered that the execution pro- 
ceed. To this judgment the defendant 
excepts. 


SYLLABUS OPINION BY THE COURT 


JENKINS, P. J.—One who, though 
acting in good faith and without any 
effort to avoid liability on his own part, 
voluntarily undertakes to give to a minor 
stock in a bank, and has the certificate 
issued in the child’s name, remains liable 
to assessment as a stockholder as the true 
owner of the stock, for the reason tl:at 
minors are incapable of assenting to such 
a transfer so as to incur the liability im- 
posed by the statute. The minor, on 
coming of age, would have a right of 
election either to affirm or avoid the en- 
tire transaction; in the meantime, the 
transfer of the stock having resulted to 
the child’s disadvantage, the law will 
avoid it for him, thus leaving the lia- 
bility upon the one making the transfer. 
Doster v. Mobley, 38 Ga. App. 508, 144 
S. E. 385; Park’s Banking Law of Ga. 
p. 381; Michie on Banks & Banking, 
vol. 3, p. 1833; Rosenberg v. Bennett, 
35 Ga. App. 86, 132 S. E. 119; Early v. 
Richardson, 280 U. S. 496, 50 S. Ct. 
176, 74 L. Ed. 575, 69 A. L. R. 658. 
Cases might be conceived of in which a 
guardian or trustee might be legally em- 
powered to invest funds belonging to a 
minor in bank stock, and in such cases, 
where such investment is legally made, 
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the minor might not only acquire a per- 
fect title to the property, but, as a legal 
consequence, might also be held to as- 
sume the liability incident thereto. In 
such a case he who thus became legally 
divested of his title in the transfer would 
be freed from the attendant liability. 
Such, however, is not the instant case. 
Here the minor did not act through any 
guardian or trustee authorized to bind 
her in the acquisition of the stock, and 
could not be made to assume any invol- 
untary liability incident thereto. 

Under the foregoing rulings, the trial 
judge, to whom the instant case was sub- 
mitted for determination without a jury, 
did not err in holding the transferor of 
the stock liable for assessment. 

Judgment affirmed. 


BANK STOCKHOLDER TRANS- 
FERRING SHARES TO 
TRUSTEE RELEASED 
FROM LIABILITY 


In re Goldsboro Savings & Trust Co., 
Supreme Court of North Caro- 


lina, 165 S. E. Rep. 705 


Under the North Carolina statutes, 
the owner of shares of bank stock who, 
in good faith, transfers them to a person 
in trust for the owner’s minor nephew, 
will not be subject to the stockholders 
statutory liability upon the failure of the 
bank eleven months later. 

The court pointed out that had the 
owner transferred the shares directly to 
his minor sons (or, presumably, directly 
to his minor nephew) he would have re- 
mained subject to the liability imposed 
by statute. It is a general rule that a 
transfer of bank stock is not effective 
against creditors of the bank unless made 
to a person legally capable of holding the 
stock and of assuming the liabilities of a 
stockholder. But, in this case, the trans- 
fer was made to a trustee of full age, 
and the North Carolina statute provides 
that persons holding stock as executors, 
trustees, etc., shall not be personally 
liable as stockholders but that the estate 
and funds in their hands shall be liable. 
Code 1931, § 219 (c). 
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Action by the Commissioner of Banks 
against S. B. Moore. From a judgment 
in favor of plaintiffs, defendant ap- 
peals. Reversed. 

Appeal by S. B. Moore from a judg- 
ment of Harris, J., rendered at the April 
term, 1932, of the superior court of 
Wayne County, afirming an assessment 
of stock, on the following agreed state- 
ment of facts: 

Prior to January 21, 1930, S. B. 
Moore owned five shares of capital stock 
in the Goldsboro Savings & Trust Com- 
pany, evidenced by certificate No. 137, 
and on said date this certificate was sur- 
rendered and canceled upon the records 
of said Goldsboro Savings & Trust Com- 
pany and in lieu thereof certificate No. 
189 was issued to M. K. Moore, trustee 
for M. S. Moore. 

On January 21, 1930, a reasonable 
market value for said five shares of cap- 
ital stock was $375, and said bank was 
engaged on said date in its normal busi- 
ness and was solvent. 

The transfer of certificate No. 137 by 
S. B. Moore to M. K. Moore, trustee 
for M. S. Moore, the namesake and 
nephew of S. B. Moore, was in good 
faith, M. K. Moore, trustee, is the 
father and natural guardian of M. S. 
Moore, and, after the transfer of cer- 
tificate No. 137 to him, he was offered 


the sum of $75 per share for said stock. 


M. S. Moore is a minor without any 
estate. 

On February 14, 1931, an assessment 
was made by the Corporation Commis- 
sion of the state of North Carolina 
against M. K. Moore, trustee for M. S. 
Moore, in the sum of $700, which as- 
sessment was made upon certificate No. 
189, issued in the name of M. K. Moore, 
trustee for M. S. Moore, and issued in 
lieu of certificate No. 137 (formerly in 
the name of S. B. Moore), and certificate 
No. 154 (formerly in the name of Daisy 
B. Moore for two shares of the capital 
stock of Goldsboro Savings & Trust 
Company); said judgment being’ re- 
corded in the office of the clerk of the 
superior court of Wayne County in 
Judgment Book 16, p. 192, No. 5402. 
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On September 10, 1931, an assessment 
was made by the Corporation Commis- 
sion against S. B. Moore in the sum of 
$500 upon certificate No. 137, as ap- 
pears in the office of the clerk of the 
superior court of Wayne County in 
Judgment Book 16, p. 220, No. 5541. 

There does not appear upon the 
records of said Goldsboro Savings & 
Trust Company at the time it closed its 
doors on December 19, 1930, any cer- 


tificate stock of the Goldsboro Savings: 


& Trust Company outstanding in the 
name of S. B. Moore, certificate No. 137, 
formerly owned by S. B. Moore prior 
to January 1, 1930, having been can- 
celed upon the records of the Goldsboro 
Savings & Trust Company. 

Marvin Thompson, a resident of 
Wayne County, was appointed liquidat- 
ing agent of said Goldsboro Savings & 
Trust Company on December 22, 1930, 
and immediately took charge of the af- 
fairs of said Goldsboro Savings & Trust 
Company. 

The trial court adjudged that the com- 
missioner of banks, as successor of the 
Corporation Commission, recover of S. 
B. Moore the sum of $500, with interest 
and costs. §S. B. Moore excepted and 
appealed. 


OPINION OF THE COURT 


ADAMS, J.—The Goldsboro Savings 
& Trust Company closed its doors on 
December 19, 1930. About eleven 
months before this date, S. B. Moore, 
who owned five shares of its capital 
stock, for the purpose of transferring 
this stock to his nephew, M. S. Moore, 
delivered his certificate to the bank, and 
the bank immediately recorded on its 
books a cancellation of the certificate, 
and in lieu thereof issued another cer- 
‘tifcate for the same stock to M. K. 
Moore, as trustee for M. S. Moore. At 
that time the bank was solvent; the stock 
had a market value of $75 a share; the 
transfer was made in good faith; and the 
trustee named in the latter certificate is 
the father and natural guardian of the 
minor. The appeal brings up for re- 
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view the single question whether the as- 
sessment made against S. B. Moore on 
September 10, 1931, is enforceable in 
law. 

The stockholders of a bank organized 
under the laws of North Carolina are 
individually responsible, equally and 
ratably, and not one for another, for all 
contracts, debts, and engagements of the 
corporation to the extent of the amount 
of their stock therein at its par value, 
in addition to the amount invested in 
such shares. The commissioner of banks, 
within the time prescribed by statute, 
may levy an assessment equal to the 
stock liability of each stockholder in the 
bank, and shall file a copy of such levy 
in the office of the clerk, which, when 
recorded and indexed, shall have the 
effect of a judgment of the superior 
court and may be enforced by execution. 
N. C. Code 1931, §218 (c), subd. 13, 
and § 219 (a). 

Stock in a bank, as in any other cor- 
poration, is generally transferable, but 
whether the transfer is effective against 
creditors of the bank must be determined 
upon the facts of each case. It is an 
established rule of law that a transfer of 
stock in a corporation must be made to 
a person who is not only legally capable 
of holding the stock but is legally bound 
to respond when an assessment is made; 
not legally bound, necessarily, in the 
sense that he will be financially able to 
meet the liability, but in the sense that he 
is legally capable of assuming the obliga- 
tion. Aldrich v. Bingham (D. C.) 131 
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F. 363. Assent is essential to the hold- 
ing of stock, and for this reason an in- 
fant cannot be held liable on his sub- 
scription. He is without legal capacity 
to bind himself unconditionally by the 
contract. 1 Cook on Corporations, 
§ 250; Foster v. Chase (C. C.) 75 F. 
797; Aldrich v. Bingham, supra; Early 
v. Richardson, 280 U. S. 496, 50 S. Ct. 
176. 74. L. Ee. 575, 0 A. L. ih. 658. 
There is abundant authority to the effect 
that, if S. B. Moore had transferred his 
stock directly to his minor children, he 
would have remained liable for the as- 
sessment. But he made the transfer to 
M. K. Moore as trustee for M. S. Moore. 
Cancellation of his stock was entered 
upon the records of the bank and an- 
other certificate was issued to the trustee 
for the named beneficiary. We have, 


then, not the case of an owner of stock 
who claims to hold it as trustee, as in 
American Trust Co. v. Jenkins, 193 N. 
C. 761, 138 S. E. 139, but a case in 
which, according to the records of the 
bank, the parties are clearly identified— 


the transferor, the trustee, the cestui que 
trust. This fact is significant when con- 
sidered in connection with the follow- 
ing statute: “Persons holding stock as 
executors, administrators, guardians, or 
trustees shall not personally be subject 
to any liabilities as stockholders, but the 
estate and funds in their hands shall be 
liable in like manner and to the same 
extent as the testator, intestate, ward, or 
person interested in such trust fund 
would be if living and competent to hold 
stock in his own name.” Code 1931, 
§$ 219 (c). 

This provision is not restricted to 
trustees appointed by will or by an or- 
der of court; it extends to every trust 
relation, however created. American 
Trust Co. v. Jenkins, supra; Lucas v. 
Coe (C. C.) 86 F. 972; Fowler v. Gow- 
ing (C. C. A.) 165 F. 891. Observing 
that it attaches liability to the estate and 
funds in the hands of the trustee, we 
must remember that we are not called 
upon to decide whether the trustee is per- 
sonally liable or whether the assessment 
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made on February 14, 1931, against 
“M. K. Moore, trustee for M. S. Moore” 
is valid. These questions are considered 
in other cases, some of which are herein 
cited. We are now concerned only with 
the inquiry whether S. B. Moore is liable 
on the alleged assessment of September 
10, 1931. 

In Corporation Commission v. La- 
tham, 201 N. C. 342, 160 S. E. 295, the 
statement of facts showed that the de- 
fendant Fred P. Latham had transferred 
on the books of the bank 20 shares of 
stock to J. R. Latham, trustee, and 20 
shares to H. V. Latham, trustee, nothing 
appearing on the books to indicate for 
whom the trusts had been created; but 
between the defendant and the trustees, 
who were his sons, there was an agree- 
ment that they should hold the stock for 
the education of their minor children. 
The court did not hold that the trustees 
were personally liable for the assessment 
and rest the decision on this ground; it 
held under American Trust Co. v. Jen- 
kins, supra, “and on the facts appearing 
of record,” that the defendant was not 
personally liable. If the defendant in 
Latham’s Case was not liable, a fortiori 
should it be held upon the admitted facts 
in the present case that S. B. Moore is 
not liable for the assessment imposed 
upon him by the Corporation Commis- 
sion. 

The appellee lays stress upon a clause 
in section 219 (d) exempting those who 
in good faith and without intent to 
evade liability transfer their stock “to 
any person of full age”; but, without re- 
gard to the question whether a stock- 
holder's liability is statutory or con- 
tractual, we learn from the agreed state- 
ment of facts that the controverted trans- 
fer of stock was not made directly to a 
minor but to a trustee of “full age,” who 
was qualified to perform all the duties 
required of him in his fiduciary relation. 

Our conclusion is that S. B. Moore is 
exempt from liability to assessment as a 
stockholder in the bank. 


Judgment reversed. 
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COMMISSION PAID TRUST COM- 
PANY FOR SECURING 
LOAN NOT USURY 


Chenault v. Southern Trust Co., Court 
of Appeals of Kentucky, 53 
S. W. Rep. (2d) 369 


A commission of 5 per cent., paid by 
a borrower to a trust company for se- 
curing a loan on mortgage from a life 
insurance company, does not constitute 
usury. 

The trust company, the court pointed 
out, “was simply in the business of se- 
curing loans for people from other cor- 
porations and there was nothing in the 
proof to show that there was any bad 
faith or effort to disguise the truth. It 
is well settled that such contracts are 
legal and not usurious.” 


Action by the Southern Trust Com- 
pany against C. F. Chenault and others, 
in which defendants filed a counterclaim. 


From the judgment, defendants appeal. 
Affirmed. 


OPINION OF THE COURT 


HOBSON, C.—In this action brought 
by appellee, the Southern Trust Com- 
pany, to enforce payment of .a note and 
to foreclose the mortgage securing it, 
after many transactions had been had, 
appellants C. F. Chenault, etc., filed an 
answer and counterclaim on June 9, 
1928, pleading certain losses sustained, 
and also that the obligation sued on was 
usurious, and praying judgment there- 
for. The issues involved a long and 
complicated account, and the court re- 


New York City 


ferred the action to the commissioner to 
take the proof and report. A large 
amount of proof was taken; the commis- 
sioner reported against the counterclaim, 
and, on exceptions to his report, it was 
confirmed by the circuit court, and judg- 
ment was entered accordingly. The de- 
fendants appeal. 

The defendants owned a valuable tract 
of land in Madison County. In the year 
1924 the land was mortgaged for $28,- 
000, and interest on the mortgage had 
accumulated to the amount of $1253. 
The defendants needed other money and 
applied to Lewis Dunbar, a real estate 
agent in Richmond, who was doing busi- 
ness under the name of the Freeman 
Realty Company, to secure for them a 
loan on the farm of $37,000, and em- 
ployed him for this purpose. Dunbar 
made a number of efforts to secure the 
loan and was unsuccessful. Finally he 
got into communication with the South- 
ern Trust Company, a Louisville cor- 
poration, which has a capital of $200,- 
000, and follows the business of procur- 
ing other corporations to make loans on 
the land of others in Kentucky. In this 
way it had outstanding loans at this 
time of about $20,000,000. On August 
18, 1924, the defendants applied to the 
Southern Trust Company to secure a 
loan on the land. In this application, 
among other things, are these words: 
“For the service of said trust company 
in connection with said loan I agree to 
pay the said company a commission of 
5 per cent. of the amount voted or 
agreed to be loaned. Same to be paid 
when said loan is closed.” After re- 
ceiving the application, the officer of the 
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trust company went down to Richmond 
to look at the land and see Chenault. 
After this he took up the question of 
the loan with the Metropolitan Life In- 
surance Company, as his company did 
not make loans, but only secured them 
through other companies. The Metro- 
politan Life then sent its agent down 
with the trust company’s agent to look at 
the land, and he recommended a loan of 
$34,000 on the land. The transaction 
was then closed, and the mortgage was 
executed on December 1, 1924, and was 
recorded on January 18, 1925. The trust 
company paid the money; sent the notes 
and mortgage to the life insurance com- 
pany under the arrangement between 
them and it paid to the trust company 
the money it had paid to Chenault and 
for him. After paying the mortgages 
and interest there was a balance left of 
$4747 of the loan, and this was paid to 
Mrs. Chenault. When the life insur- 


ance company would only lend $34,000 
on the property, and Chenault needed 
all of this, the trust company agreed to 


take a note for the commission and a 
second mortgage to secure it. The trust 
company had nothing to do with the 
contract between Dunbar and Chenault. 
Dunbar claimed a commission of 2 per 
cent., amounting to $680. The trust 
company’s commission of 5 per cent. on 

34,000 was $1700. It took the Chen- 
ault note for its commission and 2 per 
cent. of the amount of the loan alleged 
to be due to Dunbar for his services in 
procuring the loan. That note was for 
the full sum of $2332, with annual pay- 
ments running through a series of years 
and which included the claimed com- 
mission of Dunbar as well as that of the 
trust company. Before any of the in- 
stalments became due the trust company 
paid Dunbar his incorporated commis- 
sion therein and later filed this action 
seeking to recover the full amount of 
the note and to enforce its mortgage 
given to secure it, and the aforesaid de- 
fenses were interposed thereto with the 
result that has been stated. 

It is earnestly insisted that the charge 
of the trust company of 5 per cent. is 
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improper, and that the note to this ex- 
tent was without consideration and 
usurious. But it will be observed that 
by the contract the trust company was to 
get 5 per cent. commission. It was 
simply in the business of securing loans 
for people from other corporations, and 
there was nothing in the proof to show 
that there was any bad faith or effort to 
disguise the truth. It is well settled that 
such contracts are legal and not usurious. 
Webb v. Southern Trust Co., 227 Ky. 
79, 11 S. W. (2d) 988; Ashland Na- 
tional Bank v. Conley, 231 Ky. 844, 22 
S. W. (2d) 270. The counterclaim as 
to this alleged usury was properly dis- 
missed. The same contention of usurious 
consideration is also made as to Dun- 
bar’s commission if it should be found 
that any was due him from Chenault, 
but which the latter denies in his evi- 
dence because, as he contends, the entire 
commission of both Dunbar and the trust 
company were included in the 5 per cent. 
promised to the latter, and he is sustained 
in that contention by Dunbar, but it was 
denied by the witnesses for the trust 
company, as well as contradicted by the 
note sued on, which it is admitted was 
for 7 per cent. of the loan. 

But it is earnestly insisted that the 
failure of the court to credit Chenault 
with the amount of Dunbar’s commis- 
sion was erroneous because not sustained 
by the evidence, in that it proved that 
his commission was to come out of the 
5 per cent. agreed to be paid to the trust 
company. But, whatever the condition 
of the evidence on that contention, the 
pleadings of Chenault are not sufficient 
to raise that issue and it cannot be in- 
vestigated under a simple defense of 
usury. After the note was executed 
and before the suit was filed, Chenault 
got into communication again with 
Dunbar and arranged with him to have 
a public sale of a part of the land. He 
and Dunbar went up to Louisville to see 
the trust company and after this visit 
returned home and advertised the sale 
of the land. The sale was had and part 
of the land was sold for about $19,000. 
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The proceeds of the sale was forwarded 
to the trust company, and it was re- 
quested to release the lien on this part 
of the land. It refused to do this, and 
thereupon the money and notes were 
placed in bank and the parties went to 
the court. Finally Chenault borrowed 
$2000 from another, and the lien was 
released and the sale went through. 
Chenault paid Dunbar $592 for this sale, 
and he claims he should recover of the 
trust company for the loss and expenses 
he incurred by its failure to release the 
lien on the land sold. But the proof for 
the trust company is that it did not 
agree to release the land absolutely, but 
only agreed to release it upon the pay- 
ment of $21,000, and did release it in 
the end when the $21,000 was put up. 
On this question the evidence is con- 
flicting, but the facts tend to sustain the 
testimony of the trust company, and the 
finding of the commissioner, approved by 
the circuit court, cannot be disturbed 
here. 

The $2000 that was borrowed, added 


to the proceeds of the sale of the land, 
exceeded $21,000 by $136.04, and the 
trust company wrote Chenault that this 
balance was in its hands and would be 


applied on notes thereafter due. Later 
it collected interest on one of the pur- 
chaser’s notes, amounting to $74.95, and 
disclosed this fact in the action. The 
$135.04 had not been applied on a sub- 
sequent note and so it had in its hands 
$223.40, which it then paid into court. 
Appellants insist that the court erred in 
adjudging costs against them, when ap- 
pellee had this money in its hands and 
owed them. But there was no contro- 
versy about this matter. The matters in 
controversy were all decided against ap- 
pellants. The admitted credit was sim- 
ply overlooked prior to the time it was 
disclosed. A court of equity has a 
judicial discretion in such settlements as 
to costs, and its discretion will not be 
controlled here, unless abused. Chiles 
v. Robinson, 224 Ky. 71, 5 S. W. (2d) 
269. 
Judgment affirmed. 
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BANK’S RIGHT TO APPLY 
BROKER’S DEPOSIT TO 
OVERDRAFT 


Berg v. Union State Bank, Supreme 
Court of Minnesota, 243 
N. W. Rep. 696 


Where a deposit belongs to a person 
other than the depositor the bank will 
not be allowed to apply the deposit to 
the satisfaction of a debt due from the 
depositor, such as an overdraft or a ma- 
tured note, even though it had no knowl- 
edge of the other person’s interest in the 
fund, unless it further appears that the 
bank has extended credit to the depositor, 
or otherwise changed its position to its 
disadvantage, in reliance on the deposit. 

In this case the plaintiff Berg, being 
the owner of county warrants, delivered 
them to a brokerage company for col- 
lection. The company delivered the war- 
rants to the defendant bank, in which it 
kept its deposit, with a draft on a bank 
in Montana in favor of the defendant. 
When the collection was made the de- 
fendant applied the proceeds to the satis- 
faction of an overdraft of the brokerage 
company. Under the rule above set 
forth, it was held that the defendant was 
liable to the plaintiff. 


SYLLABUS BY THE COURT 


County warrants of a county in Mon- 
tana which had been sold to the plaintiff 
by or through a broker were later de- 
livered by the plaintiff to the broker 
upon its request for collection. The 
broker delivered the warrants with a 
draft in its favor upon a Montana bank 
for the amount due upon them. It then 
took the draft and warrants to the de- 
fendant bank and received credit on its 
account which was overdrawn. If the 
bank had actual or constructive notice of 
the beneficial ownership of the warrants, 
it could not apply them upon a debt of 
the broker; neither had it such right of 
application, though without notice or 
knowledge of the true ownership of the 
warrants, unless it changed its position 
or acquired a superior equity because of 
the deposit. 
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The verdict in favor of the plaintiff 
was general. If the evidence failed to 
support the affirmative of either of the 
propositions stated, it not appearing how 
it found upon either, then error should 
be assumed; otherwise there was none. 

The evidence sustains the finding that 
the defendant had actual or constructive 
notice of the beneficial ownership of the 
warrants in others than the broker. 

The evidence sustains a finding that 
the defendant did not change its posi- 
tion or acquire a superior equity be- 
cause of the deposit. 


Action by John G. Berg against the 
Union State Bank. Verdict for the 
plaintiff. From an order denying its 
alternative motion for judgment notwith- 
standing the verdict or a new trial, the 
defendant appeals. 

Order affirmed. 


OPINION OF THE COURT 


DIBELL, J.—Action to recover money 
claimed to have been converted by the 


defendant. There was a verdict for the 
plaintiff. The defendant appeals from 
an order denying its alternative motion 
for judgment notwithstanding the verdict 
or a new trial. The case was here be- 
fore and is reported as Berg v. Union 
State Bank, 179 Minn. 191, 229 N. W. 
102. The facts are stated and consid- 
ered at length there and abbreviated here. 

On the first trial below, reported on 
appeal in 179 Minn. 191, 229 N. W. 
102, 103, the court directed a verdict 
for the plaintiff. This court held that 
the direction was in error. It said: “It 
is uniformly held that, if the bank has 
notice or knowledge of the true owner- 
ship of the fund, or if it has knowledge 
of facts and circumstances sufficient to 
require inquiry on its part, which in- 
quiry, if made, would have disclosed the 
true ownership, it cannot apply the fund 
to an individual indebtedness owing to 
it by the agent or trustee depositing the 
same.” 

And referring to the effect of notice 
and knowledge of the true ownership of 
the fund the court said: 
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“When it comes to the question of 
whether the bank, where it has no notice 
or knowledge of the true ownership of 
the fund and no notice of circumstances 
calling for inquiry, can apply the fund 
to an indebtedness owing to it by the 
trustee or agent individually and thereby 
escape liability to the true owner, there 
is a sharp division in the authorities. 
The more numerous decisions and weight 
of authority appear to be that in such 
case the bank may apply the fund or 
deposit in payment of a debt owing to 
it by the trustee or agent individually 
without thereby becoming liable to the 
true owner. 

“A substantial number of the courts 
however have adopted and follow a 
modification of this rule, referred to as 
the equitable rule. That rule is that a 
bank, even though it has no express or 
implied knowledge of the true owner- 
ship of the fund deposited in his own 
name by the trustee or agent, cannot 
apply such fund to the individual debt 
of such trustee or agent where the lack 
of knowledge has not resulted in any 
detrimental change in the bank’s position 
and no superior equities have arisen in 
its favor.” 

Our other cases, before and after, are 
in accord with both propositions an- 
nounced. Wegerslev v. Midland Na- 
tional Bank & Trust Co., 184 Minn. 393, 
238 N. W. 792; Rodgers v. Bankers Na- 
tional Bank, 179 Minn. 197, 229 N. W. 
90; Agard v. People’s National Bank of 
Shakopee, 169 Minn. 438, 211 N. W. 
825, 50 A. L. R. 629; Neilsen v. Union 
State Bank, 165 Minn. 25, 205 N. W. 
453. The case of Cardozo v. Fawcett, 
158 Minn. 57, 196 N. W. 809, though 
the approach to a somewhat similar ques- 
tion was from a different angle, is in- 
teresting to note; and in 50 A. L. R. 
629-635, is a comprehensive note to 
Agard v. People’s Nat. Bank, 169 Minn. 
438, 211 N. W. 825. 

The merits of the case therefore are 
to be solved by determination whether 
the evidence supports a finding favor- 
able to the plaintiff on the propositions 
of law stated on the former appeal and 
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repeated above. A finding favorable to 
the plaintiff on either, if sustained by the 
evidence, supports a verdict for him. 
The verdict was general. We cannot 
say upon which or whether upon both 
the jury found for the plaintiff. There- 
fore unless the evidence supports a find- 
ing in favor of the plaintiff upon a con- 
trolling issue error inheres in the ver- 
dict, this upon the general ground 
stated over and over that where two 
rights of recovery are submitted and the 
verdict is general if one of such rights is 
not sustained by the evidence the verdict 
cannot be upheld. Roy v. Dannehr, 


124 Minn. 233, 144 N. W. 758; Linde- 
mann v. Chicago, etc., R. Co., 154 Minn. 
363, 191 N. W. 825; Vasey v. Saari, 
141 Minn. 103, 169 N. W. 478; Gen- 
eral Electric Co. v. Florida, etc., Co., 
183 Minn. 178, 235 N. W. 876; 5 Dun- 
(2d Ed. & Supp.) 


nell, Minn. Dig. 
§ 7168, and cases. 

Stevens & Co., a corporation, was a 
brokerage house in Minneapolis. It had 
sold to the’ plaintiff warrants of Rich- 
land County, Montana, aggregating 
$3772.72. On February 16, 1922, it 
notified Berg that if he would bring in 
his warrants it would collect them for 
him. Berg brought them in. He left 
them with Stevens & Co. for collection. 
His name was not upon them. They 
last appeared under the indorsement of 
the First National Bank of Minneapolis. 
Stevens & Co. attached the warrants to 
a draft in its own favor on a local Mon- 
tana bank and received credit in the de- 
fendant bank, with which it had a check- 
ing account. The defendant bank took 
and forwarded the draft and warrants 
to the Montana bank. There was the 
usual provision for charging back if not 
paid. The credit entry was made on 
February 23, 1922. Stevens & Co. was 
then in the red in the defendant bank 
and so continued throughout the month 
except for two days, February 27 and 
February 28. The warrants were paid 
by the Montana county and the proceeds 
received by the defendant on March 8, 
1922. The bank having already given 
Stevens & Co. credit did nothing more 
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than apply the money which it had 
credited on February 23. It made no 
direct offset but treated the remittance 
from the Montana bank as payment and 
nothing was done about the account. On 
March 8, the day of payment, the bal- 
ance of Stevens & Co. in red was 
$5678.33. It continued in red. On the 
next day it was $10,000 plus in red; the 
next day $11,000 plus in red; the next, 
$13,000 plus in red; and from then on 
throughout the month it was in red in 
excess of $14,000. 

The question first to be determined is 
whether the bank had such knowledge 
relative to the transaction between the 
plaintiff and Stevens & Co. as to put it 
upon notice of the source of the deposits 
of February 23d, which included the 
four Montana warrants. It knew that 
Stevens & Co. was in a bad financial 
way. During all this month of Febru- 
ary, except as stated before, it was far 
behind with the bank. One of the bank's 
cashiers had been giving watchful per- 
sonal attention to the account. The 
bank had under consideration a plan of 
a financial reorganization of Stevens & 
Co. The company was dealing as a 
broker in stocks, bonds and warrants; 
and upon the whole a jury could find 
that fair or prudent investigation or in- 
quiry would have led to a discovery of 
the beneficial ownership of the warrants; 
and that with the information at hand it 
should be charged with notice. It is 
hardly to be supposed that Stevens & Co., 
if pressed as to the ownership, would 
not have disclosed the fact. The evi- 
dence justified the jury in finding notice 
in the bank. On March 31, 1922, it 
admittedly knew that the plaintiff 
claimed the money as coming from the 
collections, and it offered to pay the 
plaintiff if he would present an order 
from Stevens & Co. 

The other question is whether the de- 
fendant, though knowledge or notice 
could not be found by the jury, had 
changed its position so that detriment re- 
sulted or so that superior equities arose 
in its favor. The cases noted in the first 
paragraph are sufficiently in point. The 
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doctrine is adopted in this state—the so- 
called equitable one—and illustrated by 
the cases cited, that though the bank is 
without actual or constructive notice it 
cannot retain the trust money unless it 
has changed its position or acquired a 
superior equity. As stated on the former 
appeal, we adopt the equitable rule. 
We are unable to discover evidence re- 
quiring the jury to find that the bank 
changed its position to its detriment 
after receiving the deposit or that equi- 
ties arose in its favor. At the best the 
bank is not in position to do more than 
say that a jury might have found so. 
Perhaps the question is arguable before 
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tion would be one difficult of sustaining. 

Some other questions have been raised 
and all have been examined. We find 
nothing in the claim that there was 
prejudicial error in the admission in evi- 
dence of the first complaint, the case be- 
ing tried on an amended one. Nor do 
we find errors in any rulings or in 
charging or refusing to charge on any of 
the issues; nor do we feel that we should 
spend time in discussing the claim rela- 
tive to laches or that because of the 
nature of the case, involving a set-off or 
something akin to it, there should not 
have been a submission for a general 
verdict. 


a jury; but nothing more. The conten- Order affirmed. 


“Bankers have always been the target for ven- 
omous attack and abuse. Now, in the flesh, the 
bankers that most folks meet and know are nothing 
but combination watchmen and bookkeepers who are 
doing their fallible best to guard our savings. About 
the only money the poor fellows ever see is our 
money. Most of them don’t even make a very good 
salary. If a bank earns profit, it is divided among 
hundreds of stockholders who aren't bankers at 
all."—From The Wedge, published by Batten, Bar- 
ton, Durstine & Osborn, Inc., Advertising, New 
York. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN EUROPE 


(TY counts, in most foreign 
countries, from an economic 
standpoint, fail to show much 
improvement, while in some quarters 
signs of political unrest are clearly in 
evidence. Japan and China have been 
in conflict again, Bolivia and Paraguay 
fighting, and Spain has lately had 
some rather serious disturbances. Still, 
in the great majority of the countries 
of the world peace reigns. France and 
Britain show little alteration in their 
respective situations, either for better 
or worse, but Germany seems to be 
struggling out of her worst difficulties. 
Italy holds on a fairly steady course, 
under strong concentrated leadership. 
Austria, Hungary, and some of the 
other Central European countries, are 
valiantly contending against adverse 
conditions. There is substantial agree- 
ment among authorities as to what 


should be done to improve the general 


situation—removal of trade barriers, 
adjustment of war debts, stabilization 
of currencies, etc., etc—but these 
hindering obstacles to recovery remain. 
Hope of relief has been reposed in an 
international economic conference, to 
be held in London at a time not yet 
fixed. Should this conference ever meet, 
and arrive at certain conclusions, these 
could have no binding force until 
approved by the numerous governments 
whose representatives would, presumably, 
participate in the deliberations of the 
conference. Meanwhile, much valuable 
time is being lost. Since there would 
appear to be no lack of information 
concerning what should be done, and 
since the leading nations of the world 
are in close diplomatic association, the 
necessity, and even the propriety, of 
awaiting the convening of an interna- 
tional economic conference, whose con- 
clusions could hardly be more than 
advising or monitory in character, seems 
indefensible. Furthermore, a conference 
of the kind is bound to traverse the 


whole field of economic relations, and 
to deal wholesale with problems of a 
varied and perplexing character, while 
what is urgently needed is a degree of 
concentration on two or three matters 
of vital importance, such as currency 
stability, tariffs and debts. If, indeed, 
one of these problems could be tackled 
separately and a _ workable solution 
reached, it would go far toward restor- 
ing stability and confidence and paving 
the way for effective action relating to 
other important matters. Concentra- 
tion, which is quite generally considered 
as a leading factor in individual effort, 
is a principle likewise applicable to the 
attempts to solve great issues of inter- 
national concern, if such attempts are 
to prove succesful. Among the coun- 
tries of Europe generally, as already 
indicated, no marked changes have 
recently taken place. To this statement 
there is one notable exception to be 
made. It relates to Soviet Russia, 
where the feverish tempo of the indus- 
trial pace has been measurably abated. 


GREAT BRITAIN 


The following information relating to 
the British price level is from The 
Economist, London: 

On the average of the twelve months, 
the catastrophic fall in the British price 
level which occurred in 1930 and 1931 
underwent, in 1932, a very definite 
deceleration, thanks to the countervailing 
effects of the depreciation of sterling. 
Between September 18, 1931, and the 
end of last month the level of wholesale 
prices in the United States, as measured 
by the Irving Fisher index, declined by 
no less than 16.5 per cent., and the fall 
in the calendar year just concluded was 
approximately 13 per cent. On the 
other hand, as will be seen from the 
following analysis of The Economist 
index, British wholesale prices have 
fallen during the past twelve months 
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SKANDINAVISKA KREDITAKTIEBOLAGET 
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by only 7 per cent. and are still 1 per 


cent. higher than when we left gold: 


Increase (+) or Decrease (—) 
Per cent. compared with 

End Dec., Sept. 18, August, 
1932 1929 
Cereals and meat 8.5 a7.7 
Other foods.... 30.4 
Textiles —47.0 
Minerals —23.3 
Miscellaneous .. —32.0 











Complete index + 1.2 —34.7 


An interesting point which emerges 
from the above analysis of the move- 
ments of the various groups of The 
Economist index is that since September 
18, 1931, raw material prices have 
gained in the aggregate a little ground, 
whereas those of foodstuffs have fallen. 
Nevertheless, in relation to the pre-war 
level, the disparity between foodstuffs 
and raw material prices remains very 
considerable. Expressed as a percentage 
of the average for 1913, “weighted” 
averages of the two groups of food- 
stuffs and the three groups of materials 
in our index number work out at the 
end of last December at the following 
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figures: Foodstuffs, 97.1; materials, 
80.2. Reference to the third column 
of the table above will show that since 
the beginning of the crisis in August, 
1929, foodstuffs have conformed fairly 
closely to the average figure of decline, 
whereas in the three material groups 
textiles have led the way markedly in 
the downward movement, and _ the 
minerals group—owing mainly to the 
high “weightage” in it of British coal 
and iron and steel—has lagged behind. 


Coal Mining Depressed 


Although activity in the coal-mining 
industry in the third quarter of the 
year is normally marked by a seasonal 
decline, the drop in the tonnage dis- 
posable from 46.1 million to 40.9 
million cannot be wholly ascribed to 
seasonal influences. Total proceeds 
were £27,784,361, as compared with 
£31,550,607 in the April-June period, 
and £31,355,746 in the corresponding 
quarter last year. The net cost of 
production amounted to £29,069,291, 
against £31,916,768 in the previous 
quarter, and £31,742,316 in the Sep- 
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tember quarter a year ago. Proceeds 
therefore fell short of net costs by 
£1,284,930, which compares with debit 
balances of £366,161 during April-June 
and £386,570 in the third quarter of 
1931. 

This unfavorable result, according to 
The Economist, was due to a rise in 
costs, divided almost equally between 


wages and other costs. 


The Balance of Trade 


Compared with the preceding year, 
the unfavorable balance of trade was 
reduced by £119,682,491, although the 
aggregate on the unfavorable side was 
still £287,081,000. In the last month of 
1932 there was a reduction of about 
£2,000,000 in the unfavorable character 
of the account, as compared with the 
preceding month. Tariff duties, lower 
value of sterling and wider use of the 
parcels post are given as explanations 
of the reductions indicated. 


Return to the Gold Standard 


While there is some demand in Eng- 
land for an early return to the gold 
standard, other opinions hold that such 
a step should not be taken until certain 
conditions are fulfilled. 

Typical of this latter view is the fol- 
lowing from the Midland Bank's 
Monthly Review: 

In preparing for the world economic 


Head Office: Rome and 135 Branches 
Share Capital Paid Up Lit. 30,000.000. 


conference every precaution should be 
taken to ensure the preservation to this 
country of the benefits arising from a 
free exchange, responsive to the develop- 
ment of a free internal monetary policy. 
According to press reports, the British 
delegates on the preparatory committee 
of the world conference were emphatic 
in refusal to contemplate a return to 
gold without a prior rise in commodity 
values and the assured fulfillment of 
other conditions precedent to the suc- 
cessful working of a gold standard. This 
attitude is cordially to be welcomed and 
supported; it should be rigidly main- 
tained. With all recognition of the 
need for international action to over- 
come the world crisis, it still remains 
that the brightest hope for revival of 
prosperity in Britain and the world at 
large lies in our complete freedom to 
pursue a monetary policy of our own 
devising, aimed at a recovery of com- 
modity values to a level at which busi- 
ness in general becomes profitable once 
again. 


Bankers’ Clearings in 1932 


Restricted stock exchange business, 
inactivity in the short loan market and 
the continuance of the depression com- 
bined to bring about a further contrac- 
tion in bankers’ clearings during the 
year just closed, says The Economist. 
The following were the actual figures 
for the past three years: 
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1930 
£ mn. 
38,783 

1,812 

2,963 


1931 1932 
£mn. £mMn. 
31,816 27,834 

1,668 1,610 

2,752 2,668 


Town clearings..... 
Metropolitan clearings 
Country clearings.... 





43,558 36,236 32,112 


These returns, which relate to checks 
and bills paid at the London clearing 
house, show that town clearings de- 
creased between 1931 and 1932 by 
£3,982,000,000 or 12.5 per cent.; met- 
ropolitan clearings by £58,000,000, or 
3.4 per cent.; and country clearings by 
£84,000,000, or 3 per cent. Propor- 
tionately these decreases were less than 
those between 1930 and 1931 which 
ranged from 7.9 per cent. for metro 
politan clearings to 17.9 per cent. for 
town clearings, and so the downward 
trend appears to be flattening out. 


Statistics of the Scottish Banks for 1932 


Commenting on the reports of the 
banks in Scotland, The Scottish Bankers 
Magazine says: 


The statistics of the Scottish banks 
for 1932, now presented, again dis- 
close a strong and liquid position and a 
substantial expansion in resources. 

The total liabilities at almost £321,- 
000,000 show an increase of over 
£8,500,000 during the year. No addi- 
tions to capital or reserves are reported, 
and proprietors’ funds remain prac- 
tically unchanged. Deposits, £260,250,- 
000, are higher by £9,250,000, notes 
show a slight expansion, while drafts 
and acceptances are lower by £750,000, 
in part due to change in presentation of 
accounts this year. 

Turning to assets, it will be seen that 
cash and securities, £178,000,000, are 
higher by £15,750,000, while banking 
advances, £138,000,000, are lower by 
£7,000,000, indicative of continued 
trade depression and the slackening of 
demands for accommodation for ap- 
proved business enterprise. 

Net profits, £2,724,147, though sub- 
stantial, disclose a not unexpected 
diminution of £210,059 as compared 
with 1931, but dividends have been 
maintained with two _ exceptions— 
Clydesdale 2 per cent. down, and North 
of Scotland 1 per cent. down. 

Bearing in mind the variable condi- 
tions prevailing during the periods cov- 
ered by the various accounts, and the 
different dates to which they are made 
up, comparisons are difficult, but the 
final figures prove conclusively the sus- 
tained progress and strength of the 
Scottish banks, one and all. 


New Capital Issues 


According to the compilation made by 
the Midland Bank Limited, new capital 
issues in the United Kingdom for the 
year 1932 represented a value of £113,- 
038,000, compared with £88,666,000 
for 1931. 


FRANCE 


The deficit in the budget is in France, 
the same as in many other countries, a 
subject occupying the attention of gov- 
ernment and people. To meet the deficit 
of some 10,500,000,000 francs it is pro- 
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posed to increase taxes by about half 
the sum and to reduce outlays by a like 
amount. One plan suggested contem- 
plates a huge lottery loan to bear 3 per 
cent., 1 per cent. to be employed for 
payment of prizes. As the prizes would 
be taxed 36 per cent. by the govern- 
ment, the margin of profit on the trans- 
action is evident. But. this scheme for 
“raising the wind” has not been sanc- 
tioned. 

While there has been of late some 
migration of funds both to. America 
and England, there are some favorable 
counterbalancing signs. For example, the 
increased production of iron and steel 
in evidence during recent months is 
being maintained. 

The French Chambers have ratified 
the plan for French participation, to 
the extent of 350,000,000 francs, in 
the joint loan to Austria. 


GERMANY 
Contrary to the experience of most 


other countries, the total of industrial 
production in Germany is displaying 
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a rising tendency. But in one respect 
the parallel of the situation with respect 
to other countries appears in the huge 
budget deficit, estimated at over 2,000,- 
000,000 marks for 1932. 

The recent trade agreement with 
France is hailed with satisfaction as 
tending to prevent continuation of a 
European trade war. It is expected 
that a revision of commercial treaties 
with Great Britain will soon follow 
the action taken with regard to France. 

The revenue of the German railways 
has fallen to half that of 1929. In 
1932 they were 26 per cent. lower 
even than in 1931, amounting to 
Rm. 2500 millions, against an expendi- 
ture of Rm. 3000 millions. Their budget 
will therefore not be balanced, although 
the reparations burden has fallen from 
660 to 70 millions. 


AUSTRIA 


With the renewal of the loan by 
the Bank for International Settlements, 
and some other financial adjustments, a 
better feeling prevails in Austria than 
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has existed for some time past, this 
change being reflected in the securities 
market. Some important industrial 
orders recently received have contrib- 
uted to the improved outlook. 


ITALY 


There was a slightly more optimistic 
outlook for domestic conditions in Italy 
at the close of the last year. Among 
the factors which contributed to this 
viewpoint were the generally large and 
successful crops, the practically static 
position of unemployment, the effect 
of the Christmas season on retail trade, 
the constantly increasing confidence in 
the stability of the currency, the 
psychological effect of the Italian posi- 
tion as to the debt payment, and an 
undeniable improvement in certain in- 
dustries due to the conclusion that 
price bottoms had been reached and 
the consequent increased willingness of 
the trading and the consuming public 
to buy. The position of the banks 
remains the same in that they all have 
large surplus funds seeking investment 
and are impeded in profit making only 
by the scarcity of legitimate and sound 
borrowers. Bankruptcies are almost 
entirely confined to the small “marginal” 
enterprises. The Bourse is exceedingly 
quiet with bonds at very high points 
and stocks at very low. The statement 
of the Bank of Italy shows continuing 
improvement, with circulation further 
down, and reserves up. Total reserves 
equal 49.15 per cent. of all sight 
obligations and the relation of metallic 
gold to circulation is 43.5 per cent. 
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The budget deficit continues to increase 
and is running slightly larger than last 
year, although tax collections are 
higher. On a greatly reduced turnover 
the adverse foreign trade balance is 
considerably less than for the same 
period in 1931 and a favorable balance 
has been achieved for past months. 
The wholesale index remains at a very 
low point but retail prices in many 
lines show strengthening tendencies. 


The Growth of Italian Savings 


The accumulation of capital is of 
vital importance to Italian economic 
life and the government has taken 
important measures to encourage and 
safeguard savings. The results of this 
action have made themselves apparent 
in the growth of deposits in ordinary 
and post-office savings banks in the last 
few years, notwithstanding the adverse 
effects of the depression. At the end 
of September, 1932, these deposits at- 
tained a total of 33,915 million lire, 
showing an increase of 8.2 thousand 
million lire over the figure at which 
they stood at the end of 1928. 


Bank of Italy Reduces Rate of Discount 


Following several recent lowerings of 
its rate of discount, the Bank of Italy, 
in mid-January, made a further reduc- 
tion of 1 per cent., bringing the rate 
down to 4 per cent., said to be the 
lowest in the bank’s history. It is 
expected that other banks will now 
quote a lower rate on their transactions. 

There are reports to the effect that 
a large government loan is impending, 
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the interest being the same as the 
present discount rate of the Bank of 
Italy. 

HOLLAND 


From a report issued by Neder- 
landsche Handel-Maatschappij (Nether- 
lands Trading Society) the following 
information is taken: 

Extreme lack of activity characterized 
the Dutch emission market during 1932. 
The total volume of new issues has 
not been so low for many years as 
that reached during 1932. New issues 
(conversions excluded) amounted in 
millions of guilders to: 


Practically all securities issued were 
bonds. Issues of shares have in fact 
almost entirely ceased and have there- 
fore decidedly scraped the bottom. 
But even bonds have considerably 
declined. 

Bonds Shares 
(in millions of guilders) 


357.8 
299.8 
40.3 
15.5 
0.7 


Favorable Record of Dutch Securities 


Commenting on statistical tables 
showing the market course of Dutch 
securities, the Monthly Review of 
Rotterdamsche Bankvereeniging says: 

It is shown thereby that the holder 
of Dutch government securities, which 


were bought in the year when the 
crisis began, in spite of a passing de- 
preciation of his holdings by one 
seventh (from 91.04 per cent., the 
highest rate in 1929, to 78.09 per cent., 
the lowest rate in 1931) could finally 
book a profit, the last rate of 1932 
being 94.32 per cent. More consider- 
able were the temporary losses sustained 
by owners of Dutch East Indian loans, 
while it should be taken into account 
here that the crisis in the Dutch East 
Indies assumed far larger proportions 
than in the Mother-country. Never- 
theless it may be also said of the latter 
owner that even he profited in the 
end, for the slight reaction of the 
rates was more than counterbalanced 
by the strongly increased purchasing 
power of the money. It is due to 
this fact that the holder of Dutch 
government stocks may be said to be 
at least richer by one-third than he 
was before the crisis. 

With municipal and provincial loans 
conditions are similar. As with the 
securities of our table a rather large 
number of debtors (all of course of a 
good standing) are concerned, it can be 
understood that the movements of the 
rates were not quite uniform, after all, 
and sometimes too sharp a criticism, on 
the part of the public, of the financial 
management of the municipalities—al- 
though this, on the whole, could satisfy 
reasonable expectations—had an adverse 
effect upon the development of the 
rates. 


SWEDEN 


Setting an excellent example to other 
countries, Sweden has achieved a 
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balanced budget for the year to begin 
on July 1—a result partly achieved 
by a reduction in outlays, but to a 
greater extent by an addition in taxa- 
tion. The increased taxes are on to- 
bacco, drink, and also on income and 
. capital. 


General Conditions 


The economic survey, issued by 
Svenska Handelsbanken, thus sets forth 
general conditions: 

The branch of the glacier of eco- 
nomic depression that is pushing its 
weight over Sweden naturally appears 
more and more threatening the longer 
the strain makes itself felt in the lead- 
ing countries of the world, and the 
oftener gleams of light fancied to be 
gleams of hope prove to be a will-o’- 
the-wisp. The pressure, as far as 
Sweden is concerned, has undoubtedly 
become intensified during the period 
under review. In particular, the prob- 
lem of the enhanced difficulties beset- 
ting the public finances has become an 
urgent one, but the country’s constitu- 
tional soundness, already put severely 
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to the test during these difficult times, 
is manifested in the general atmosphere 
of calm that is now prevailing. 

The money market has, in Sweden 
as elsewhere, given evidence during 
the past few months of an abundant 
supply of funds. The volume of redis- 
counted bills and of loans against 
security at the Riksbank has _ been 
remarkably small. In spite of taxes 
having fallen due at the end of No 
vember, the Riksbank’s bill-holdings 
as on the first accounting-day in De- 
cember—amounting to 140.8 mill. Kr. 
(as against 486.2 mill. at the same 
period of 1931)—-had increased by only 
36.6 mill. compared with the figure 
a month previously, this being only 
partially explainable by the fact that 
taxes are now payable in two instal- 
ments instead of, as previously, in one 
amount. Additional evidence that the 
situation on the Money Market is easier 
now than it has been for many years 
past is afforded by the fact that several 
of the commercial banks have had 
unusually large amounts of call money 
—recently however somewhat reduced 
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—at the Riksbank. The note circula- 
tion amounted on the 30th November 
to 537.1 mill. Kr., as compared with 
576.1 a year previously. 


POLAND 


The Bank of Poland reports a favor- 
able change in its situation in the last 
quarter of 1932. The outflow of gold 
and foreign ~exchanges, which was 
rather considerable during the first half 
of the year, continued in a lesser degree 
throughout July and the first part of 
August. From the middle of August 
the situation in this regard improved 
decidedly, both owing to offerings of 
gold and foreign exchanges and to 
the fact that the demand for hoarding 
purposes disappeared almost entirely. 
As a result, the Bank of Poland— 
which in July and the first part of 
August sold 10 million zlotys of gold 
in order to supplement its foreign 
exchange reserve—in the second half of 
August and in September purchased 
14 million zlotys of gold in the do 
mestic market. During the quarter 
under review the gold reserve of the 
Bank of Poland increased therefore by 
4.5 million zlotys, to 488.8 million 
zlotys. 

In its report on the economic con- 
dition of the country, the Bank of 
Poland says: 

‘The improvement which has taken 
place during the quarter under review 


(last quarter of 1932) in nearly all 
foreign markets has also been noted 
in Poland. This applies, in the first 
place, to the financial situation, as 
the recovery in trade and in certain 
branches of industry has been caused 
by seasonal factors. It should be 
pointed out, however, that technically 
there exist possibilities of recovery in 
industry: stocks with consumers and 
merchants are entirely exhausted, pur- 
chases are made only of the quantities 
needed for the day; trading is done 
mostly on cash basis and this permits 
to adapt purchases to immediate de- 
mand; in. all branches of industry 
production has been brought within 
the limits of the buying capacity of 
the domestic market and of the quanti- 
ties needed for export, so that no stocks 
are being accumulated.” 


* THE ARGENTINE 


From a cable report from its branch 
in Buenos Aires, the First National 
Bank of Boston furnishes this informa- 
tion relating to general conditions in 
Argentina: 

“The budget of 820,000,000 pesos and 
the authorization of the Finance Min- 
ister to discuss external debt conversion 
with foreign bankers passed both houses 
of Congress. Business is quiet. There 
was a favorable trade balance for the 
first eleven months of 433,000,000 
paper pesos. The November combined 
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bank statement shows deposits down 
2,000,000 paper pesos, loans up 2,000,- 
000, cash up 2,000,000. Cash reserve 
is 23.6 per cent.” 


CHINA 


For the first time in twenty years 
the Nationalist government has suc- 
ceeded in balancing its financial budget. 
As a result of this achievement quota- 
tions on domestic bonds have shown a 
continuous rise and China’s credit is 
believed to have strengthened. The 
Chinese government is installing a 
radio-telephonic service between Nan- 
king and Europe. 


JAPAN 


Attention is being focused on the 
exchange situation, and control of ex- 
change is tightening with indications 
that the government will insist on 
prompt banking of exports bills. Im- 


porters have been holding up export 
bills in anticipation of further declines 


in yen exchange. Indications are that 
there will be a closer supervision of 
imports in 1933. Mild inflation is 
indicated by the gradual movement in 
the note issue. The stock exchange 
is unusually active with rising prices. 
Bankers are considering lower interest 
rates on deposits. The adverse trade 
balance for 1932 totaled about 20,000,- 
000 yen, a reduction of 68,700,000 yen, 
compared with the previous year. No 
changes will be made in the 1933-34 
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proposed budget of 2,239,000,000 yen, 
with bond issues totaling about 900,- 
000,000 yen, until action is taken by 
the Diet. 

MEXICO 


The business situation indicates a 
continuance of the improved position 
registered in the: fall months and is 
without some of the unfavorable fea- 
tures in evidence a year previous. The 
lowering of interest rates, the more 
liberal credit policies of banks, and the 
steps being taken by the government 
for the establishment of new banks to 
serve more fully the needs of commerce 
and agriculture have materially con- 
tributed to a better feeling in business 
circles. In Mexico City wholesale and 
retail trade in such lines as textiles, 
footwear, toilet articles, foodstuffs, 
pharmaceuticals, and other products 
have made seasonal gains. Department 
stores reported a fair Christmas trade 
with sales generally above those in 
November and in most stores greater 
than in December, 1931. Other cities 
of the central zone, Torreon, Durango, 
Guadalajara, and Queretaro, showed a 
slight improvement in business. Manu- 
facturing activities in the Monterrey 
district have increased during recent 
weeks, with resultant benefits to trade 
in that area. On the west coast, how- 
ever, conditions continue depressed ow- 
ing to the low prices of agricultural 
products, while similar conditions ex- 
isted in the mining centers because of 
the generally low prices of minerals. 
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Current Conditions in Canada 


The Business Summary of the Bank 
of Montreal thus looks at the close 
of 1932 in Canada: 


“The year draws to a close with little 
improvement in general trade. Retail 
business has felt the spirit of Christ- 
mas buying in a moderate way, 
although in the total the turnover 
has been well below that of a year 
ago. Wholesale distribution has been 
quiet, as is incidental to the season, 
and commodity prices have in many 
instances touched new lows, notably 
in the cases of wheat and _ livestock. 
Indeed, farm products generally have 
fallen so greatly that the purchasing 
power of nearly one-half the popula- 
tion is seriously reduced. Larger pro- 
duction has been more than offset by 
lower prices, the Dominion Bureau of 
Statistics placing the total value of 
the field crops in Canada in 1932 at 
$424,057,000, being $2,600,000 less 
than in 1931, and $238,000,000 less 


than in 1930. The depressed state of 
the lumber industry will result in a 
smaller cut of timber this winter and 
lessen seasonal employment in that 
occupation, and there are no _ large 
public works under construction to 
absorb labor. The index of unemploy- 
ment, however, does not rise. Manu- 
facturing establishments are, for the 
most part, working much below ca- 
pacity, textile and silk mills being an 
exception.” 


The Canadian Bank of Commerce 
in the Monthly Letter for January 
makes these comments on the situation: 

“The trend of Canadian industry dur- 
ing the past month or so has been 
much as was indicated in the preceding 
issue of this Letter; there has been a 
decline in the secondary; and a belated 
upturn in the major, industries. The 
November steel production was the 
largest for any month, except one, of 
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the past year. While the automobile 
plants were less active than in October 
they are reported to have become busier 
in December. Contrary to the usual 
record, newsprint production rose in 
November, while the mill stocks of this 
product declined, both of which de- 
velopments indicate a slightly healthier 
situation in this important industry, 
at least for the time being. New 
construction contracts awarded in No- 
vember were in excess of those in 
October, but the December figures were 
disappointingly small, and the year 
1932 closed with work of this kind 
in progress but little more than one- 
third of that at the end of 1931. 
Having regard to the latter factor, as 
well as to the irregularity of industrial 
operations earlier in the season, it is 
gratifying to note that the general 
employment situation has not deterio- 
rated as much as a year ago; in fact 
the latest official report shows compara- 


tive stability in the large field which it 
covers. 

“The foreign trade returns for No- 
vember reveal a decline in the value 
of exports and a rise in that of imports, 
but there was a quite substantial favor- 
able visible balance and there is the 
promise of a surplus of exports over 
imports of about 50 million dollars for 
the calendar year, as compared with a 
deficit of 11 millions in 1931. 

“Exports of Canadian wheat have 
continued in exceptionally large volume, 
averaging for the first part of Decem- 
ber about 8 million bushels per week, 
the highest of the current ‘wheat year,” 
and being more than double those. of 
the corresponding period of 1931.” 

The current issue of the Monthly 
Letter issued by the Royal Bank of 
Canada contains a thorough study of 
the problems of the railways. It is a 
most valuable contribution to this im- 
portant field of economic investigation. 
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The Credit Policy of Canadian Banks 


By S. H. LocGan 


General Manager, Canadian’ Bank of Commerce 


E have heard the expression of 
two diametrically opposed 
opinions as to the Canadian 


banking system—one both at home and 
abroad voicing commendation, and the 
other, confined to a decided minority, 
criticizing it in terms which have some- 
times bordered on abuse. 

Infallibility of judgment cannot of 
course be claimed for bankers any more 
than for others in business. Bankers 
feel themselves bound, however, to ad- 
here to sound banking principles and to 
follow corect practice in accordance with 
their past traditions. But I need scarcely 
say that they do not possess the power 
sometimes attributed to them by their 
critics to control the whole course of 
business and regulate the actions of in- 
dividuals and governments. They are 
only one body in the community with 
their own special function to perform. 
It is not theirs to dictate but to serve, 
and their business thrives in precisely 
the degree that they wisely and faith- 
fully serve the interests of the nation. 

Banking in practice is simply the 
correlation of deposits and loans, sup- 
plemented by the issue of currency re- 
quired as a medium of exchange, chiefly 
the notes of the banks upon which the 
Dominion government levies a tax of 1 
per cent. (in the case of this bank the 
tax amounts to $300,000 per annum) 
and upon which the institutions make 
only a slight profit. If, however, the 
note-issuing privilege were withdrawn 
the country’s banking service would un- 
doubtedly be curtailed through the clos- 
ing of small branches rendered unprofit- 
able by the expense of carrying currency 
other than their own. Every bank man- 
ager throughout the country aims to in- 
crease his loans as well as his deposits, 
for his branch cannot show profits unless 
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it earns more than it pays out as inter- 
est on the money deposited. He realizes 
that if he makes a good showing by 
proving that he is a good lender he will 
be promoted at a higher salary. Thus 
there is continually going on in this 
country a progressive movement to aid 
the communities in which the banks are 
located. In other words, sound banks 
and a sane banking policy mean stable 
financial conditions and an adequate 
supply of credit throughout the Domin- 
ion. 

It must be borne in mind that 
Canada, unlike older countries, has not 
possessed great reserves of accumulated 
liquid wealth and therefore, as her do- 
mestic financial resources have been 
slender, bank credit, required over a 
vast stretch of territory, must be so fluid 
that it can be used over and over again 
in a year’s time. This raises the ques- 
tion of what determines the kind of 
loans the banks can safely make in the 
general interests of the country. Not 
only must safety be considered, but 
liquidity as well. If banks tied up funds 
in farm lands, city real estate, timber 
limits, mines, or in the capital structures 
of mercantile businesses, the depositors 
—and after all it is the depositors’ 
money that is loaned—could not be as- 
sured of their money as required. 

That is why the banks when a loan 
is applied for, ask for what purpose and 
for how long the money is needed, and 
why, also, they expect reasonably 
prompt liquidation. Each section of the 
country has an equal right to bank 
credit, and owing to the seasonal char- 
acter of business it usually works out in 
practice that while one branch of trade 
is at its peak, another is at low ebb, 
therefore, as borrowers of one group pay 
off their loans another class is obtaining 
its accommodation in credit from the 


banks. 
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The farmer who borrows to plant in 
the spring should repay when he har- 
vests, thus making credit available to 
the lumberman for his winter logging 
operations. The lumberman, in turn, 
should liquidate his bank debt in time 
for the manufacturer to approach his 
banker for assistance in buying the raw 
materials required for making autumn 
and winter goods. And so on through- 
out the cycle of production, trade and 
distribution. 

At times, however, there is naturally 
overlapping, especially when business is 
so active as to have an abnormal turn- 
over and thereby to cause exceptionally 
large borrowings. In order then to pre- 
vent any cramping of industrial activi- 
ties or of the movement of the grain 
crops, and to ensure that there will al- 
ways be an even flow of credit available 
for the industrial and agricultural activi- 
ties of the country, we have in Canada 
that most useful legislative enactment 
known as The Finance Act, under which 
in times of need the banks are able to 
borrow from the government upon 
furnishing high-class security. Its his- 
tory as a stabilizer in conditions of stress 
and strain is so well known that much 
further comment upon it is unnecessary. 

Obviously, supplying this country’s 
banking needs is no simple task. How 
has this task been performed, both in 
good and bad times? Between 1925 and 
1929 the current loans of Canadian 
banks expanded in exact proportion to 
the vast growth in Canadian industrial 
production. In the same period these 
institutions financed record crops and 
exports of grain, although the demand 
for agricultural credit was relatively less 
than for industrial, because farming was 
expanding more slowly than industry. 
Not only were all reasonable credit re- 


quirements in this country full met, but ' 


there was no increase in interest rates. 

Surely, then, a banking system which 
provided an expansion of bank credit 
that matched the exceptional economic 
progress of the country should not be 
regarded as having failed to discharge 
its principal function. 
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Since 1929 the decline in the banks’ 
current loans has been less than that in 
the commodity price level and in the 
national income. I direct your attention 
also to the fact that the decline in com- 
modity prices preceded that in bank 
credit and, therefore, it cannot be 
claimed that the latter precipitated the 
former. 

There is a further most important 
feature which is not generally recoyg- 
nized. The advantage to a nation of a 
strong banking system is not confined to 
safeguarding the deposits of the public. 
The protection of the banks’ borrowers, 
and thereby of the entire economic struc- 
ture, is of almost equal importance. 
Apart from the fact that bank credit has 
fallen in a smaller degree than that of 
business activity, a strong banking sys- 
tem is able to help solvent business men, 
including farmers, to win their way 
through the maze of difficulties sur- 
rounding them. 

To prove that bank credit in Canada 
has been widely distributed I need only 
say that we have about 150,000 borrow- 
ing accounts on our books, and that 85 
per cent. of the number of our loans are 
for amounts of $1000 or less, and 96 
per cent. for $5000 or less. Among 
these borrowers are many thousands of 
farmers in every part of Canada. 

The rates of interest charged in our 
Western Provinces have met with fre- 
quent criticism. In answer I point to 
the fact that the profit on our loans to 
farmers in the West is now, and has 
been in many former years, insufficient 
to meet the costs of the service we have 
provided and the losses on loans, which, 
because of extreme weather hazards, 
lack of diversified agriculture and con- 
stantly changing market conditions, are 
much higher than in the East. 

I hope this exposition of the banking 
situation will show clearly that our 
banks use their utmost endeavors to 
finance the credit requirements of the 
Dominion. Their object is to contribute 
to the welfare of the country as a whole 
and thereby achieve success for them- 
selves. 





International Problems to Be Faced 


By Sir JoHN AIRD 
President, Canadian Bank of Commerce 


NE who speaks today cn national 
(3 and international affairs does so 

in company with a host of others, 
some of whom seem bent upon overturn- 
ing the established order of the world’s 
production, trade and social life. Let 
me say at the outset that while there 
are imperfections in the practice of our 
existing systems and that while I wel- 
come every effort to improve working 
and living conditions in this country, I 
feel strongly that the faults in the 
world’s economic life spring from the 
abuse of privileges by individuals and a 
lack of understanding of the respon- 
sibilities entailed in the operation of any 
system whereby men and nations live 
and work together. Seriously to con- 
sider the overthrow of systems which 
have for centuries made generally for 
the progress, civilization and happiness 


of the human race, merely because of 
the existence of evils which can be re- 
moved by the infusion of a new spirit 
of loyal co-operation among individuals 
and nations, seems to me to be unworthy 
of the intelligence of the people of any 
great nation. 


THE HERITAGE OF THE WAR 


As I have stated from the beginning 
of this unfortunate period, in an effort 
to distinguish between cause and effect, 
the sources of our distresses lie far be- 
low the surface, although undoubtedly 
they have been prolonged by the excesses 
which were part of our last prosperity, 
including abuse of the instalment selling 
plan. But after all possible allowance 
for recent disintegrating forces, my orig- 
inal conclusion remains—that our eco- 
nomic injuries resulting from the Great 
War and the events that led up to that 
conflict had only first-aid treatment. 

If, therefore, we keep in mind the fact 
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that statesmen have old, even age-old, 
as well as new, problems to contend 
with, it is not difficult to understand why 
they have not yet been able to complete 
the setting of the stage of recovery 
which, through individual adjustments, 
was partly prepared in 1932. To put 
the matter more plainly, three years of 
facing facts soberly brought the business 
world close to a high point of economy 
and efficiency and made it ready to re- 
spond to any political influence that 
would stimulate trade. There stand to 
the credit of statesmanship the Lausanne 
and the Imperial Conferences, the more 
earnest and frank proposals made at the 
last meeting of the Disarmament Con- 
ference and the recognition in several 
quarters of the fact that extreme pro- 
tectionism has proved to be a boomerang. 
This last element is still so active as to 
continue to work havoc with world 
trade. I could not do justice here to the 
subject of nationalistic mania without ex- 
tended argument, but to summarize the 
developments in this direction during the 
past year, following upon trade restric- 
tions which must have taxed heavily the 
ingenuity of tariff makers, over twenty 
countries increased their general tariffs 
and a similar number adopted licensing 
and import quota systems, with numer- 
ous revisions from time to time, designed 
either greatly to restrict or to prohibit 
entirely foreign products; nearly forty 
raised the duties on various articles, not 
once, but in every case at least twice, and 
in some cases six times; and about thirty 
countries set up foreign exchange con- 
trol systems both to protect their domes- 
tic markets further against depreciated 
currencies and to preserve them for their 
own nationals. 


THE OTTAWA CONFERENCE 


The occasional departures from this 
policy of trade strangulation may be 
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overtures to economic peace, and if so 
they are promising, particularly some of 
the results of the Imperial Conference, 
including those that led to proposals for 
new commercial treaties between Empire 
and non-Empire countries. There was 
a direct connection between the favor- 
able political events and the rise last 
summer in high-grade security prices and 
the general commodity price level, but, 
while some of the gains have been held, 
any progress toward recovery, or at least 
respite from depression, was interrupted 
by the failure to reconcile the conflicting 
interests involved in certain major issues, 
such as intergovernmental debts. 


THE BRITISH EMPIRE 


The British Empire stands now as the 
strongest bulwark against depression, for 
one reason because over the greater part 
of the Empire the governing bodies are 
stable and effective. As my remarks 
elsewhere point to the inherent strength 
of Canada, I need at this moment dis- 
cuss in detail the affairs of only the other 
senior members of the Empire. The 
prestige of the United Kingdom has 
risen greatly in diplomacy, finance and 
trade. For example, it was due to her 
leadership, generosity and determination 
to remove obstacles to world recovery 
that Lausanne was the scene of better 
results than were expected. In budgetary 
adjustment and government financial op- 
erations, of which the Conversion Loan 
is an instance, she has shown one way 
to that large-scale economy so necessary 
in all public accounts. Her trade results 
do not bear out the over-optimistic pre- 
dictions of those who a year ago saw 
nothing but advantages in the suspension 
of the gold standard; certainly they have 
not corrected fundamental weaknesses in 
some of the large industries. But British 
industrial production in 1932 was main- 
tained at a higher rate than in any other 
major country, except Japan. In com- 
parison with only a slight quantitive de- 
cline in exports there was a marked re- 


duction in imports, necessitated, appar- 
ently, by a sharp drop in the returns on 
foreign investments and services, such as 
shipping. In Australia, the new govern- 
ment, inheriting some of the most seri- 
ous problems that a country could face, 
has also adopted a broad policy of bud- 
getary reform, as well as a movement to 
unshackle trade, and its efforts in these 
directions, assisted by a succession of 
good wheat crops and wool clips, have 
dissipated the fear that that country 
would be one of the last to enjoy eco- 
nomic health.. The crop outlook in India 
and South Africa was recently reported 
as fairly good; in the former country a 
new source of income has been discov- 
ered in the premium on the huge gold 
hoards of the public, which has sold 
during the last year or so about $400,- 
000,000 of its holdings. The position 
of South Africa and Rhodesia in world 
mining has greatly improved although, 
except in the case of gold, mineral pro- 
duction has been far below capacity. 
The British West Indies have. not es- 
caped entirely the effects of world de- 
pression, but nowhere has there been 
stronger resistance to it. It is unfor- 
tunate that similarly favorable testimony 
cannot be offered on behalf of the Irish 
Free State, whose fiscal policy is not far 
removed from self-destruction. 


—o- 


CONFIDENCE AND COURAGE 
NEEDED! 


“What is needed to give our currency 
and credit resources velocity is business 
confidence—confidence among industrial 
and business leaders for their undertak- 
ings, courage to ask the banks for sound 
loans to finance them and prudent cour- 
age among bankers to grant them—cour- 
age, also, among our people to resume 
normal spending and _replenishments, 
and among our investors to resume 
normal investing."—Francis H. Sisson, 


president, American Bankers Associa- 
tion. 











A GALLANT GENTLEMAN. 
Page. New York: 


pany. 


Tuis title in itself is inspiring, but no less 
so than the remarkable life which the volume 
portrays. It is the story of the life of Chel- 
lis A. Austin, lovingly composed by his sur- 
viving widow, Edna Page Austin. Few books 
of any kind now coming from the press can 
be read with deeper satisfaction, for it is an 
account of a complete, happy and supremely 
useful life. Other than this what could 
be better? 

Mr. Austin came of excellent ancestry and 
had the good fortune to be born in Vermont, 
a state notable for its fine citizenship. He 
had his early struggles, failing to realize his 
first ambition, which was to become a rail- 
way president. 

His railway experience did, however, afford 
him excellent training for his future career, 
especially in the knowledge gained of men. 
He had an inveterate love for work, an uncon- 
querable resolution to win, and a determina- 
tion never to indulge in vain regrets. Always 
to do your best was a part of his creed, and 
having done that to accept the result. 

While Mr. Austin before the end of his 
life had attained to one of the highest posi- 
tions in banking, had become an authority on 
finance, and was noted for his philanthropy, 
none of these achievements, great as they 
were, are surpassed by the example he left as 
a man, as a citizen, and particularly as a 
husband and father. The letters to his wife 
and children to be found in this volume 
clearly reveal the noble character of Mr. Aus- 
tin, as indicated by one or two selections: 

“My ambitions for a full life have been 
high and exacting and they still are. All my 
real hopes have ever been over a wife and 
a home, that is my real life has been con- 
ceived as living always with one beautiful 
woman and building up two lives full of 
breadth and good purpose. I have always 
been ambitious in a business way, but the 
real life to me was the home life.” 

“My religion has been one of unselfishness 
simply to bring me the most happiness. I 
have strained to avoid making others un- 
happy. I have thought little about a life 
hereafter and morals in this life, but I have 
thought much as how to avoid making an- 
other soul squirm in discomfort.” 


Finally, this loving testimony to his char- 
acter and worth from his surviving wife: 

“And so he lives on even in this world 
which he has left. While his family has had 
the irreparable loss of his actual presence, 
still 1t has the priceless heritage of his beau- 
tiful companionship, his humor, his utter 
selilessness, his gay energy, his direct evalua- 
tion and his effective action. Through these 
attributes he will always be the dominating 


By Edna Austin 
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spirit of his family; and perhaps of many 
others who have been transformed by his 
presence among them.” 

Mr. Austin first entered New York bank- 
ing with the Columbia Trust Company. He 
was later president of the Mercantile Trust 
and Deposit Company, the Seaboard National 
Bank and of the Equitable Trust Company. 

In the appendix to the volume are pre- 
sented some of Mr. Austin’s addresses on 
banking and other subjects. 


Lost IN THE BUNGLE. By Edwin M. Otter- 
bourg. Garden City, N. Y.: The Coun’ 
try Life Press. 


You might not infer from this title that the 
author is treating of bankruptcy laws and 
their administration, and might be surprised 
to see that many pages are devoted to putting 
forth the author's ideas in the style of “Alice 
in Wonderland.” But notwithstanding these 
departures from the conventional, the book 
is a serious and instructive treatise on the 
laws relating to insolvent estates and their 
administration, and will be found instructive 
and useful to all interested in this phase of 
business law and procedure. There is an 
introduction by Judge John C. Knox of the 
United States District Court for the Southern 
District of New York. 


ForEIGN ExCHANGE. By Albert C. Whitaker. 
New York: D. Appleton & Co. $5.00. 


THIs is a complete revision of the book that 
has been a standard treatise on foreign ex- 
change since its first publication in 1919. The 
present edition has been brought down to 
date by a complete rewriting of some two- 
thirds of the original volume, to take ac- 
count of the rapid changes in international 
finance in recent years. It provides ready 
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answers to the banker's daily problems in the 
field of foreign exchange, and will be found 
especially instructive to employes in the 
bank's foreign department. Especial empha- 
sis is laid on the general principles of foreign 
exchange. This is a valuable and timely con- 
tribution to the better understanding of an 
important phase of banking. 


OTHER Pegopie’s Money. By Louis D. 
Brandeis. New York: Frederick A. Stokes 
Company. $2.00. 


A New edition of this book has been issued, 
containing a supporting foreword by Norman 
Hapgood. 

Since this book was written, its author has 
become a justice of the United States Su- 
preme Court, and conditions have changed in 
some important respects. But belief in the 
“money trust” still persists and the real or 
fancied evils of association between banking, 
the railways and industry have not wholly 
disappeared from the public mind. 

Bankers may not like the picture of them 
this book presents, but they ought to be in- 
terested in looking at even an unflattering 
portrait. The full title of the book is “Other 
People’s Money, and How the Bankers Use 
It.” Manifestly, the banks use other people's 
money to a large extent in other ways than 
those the author describes. 


By C. W. 
Schnepp 


PuBLic SPEAKING SIMPLIFIED. 
Chamberlain. Springfield, Ill.: 
& Barnes. $1.00. 


In this country, whether properly or not, we 
quite commonly appraise a man by his abil- 
ity to make a telling speech. Thus our leg- 
islators acquire their hold on the public. And 
the manner in which the speaker's message 
is conveyed to his hearers is hardly less im- 
portant than the message itself. This may be 
unreasonable; but the reason for it lies in 
human nature—in the indisposition to toler- 
ate that which is not interesting. And to be 
interesting the method of presentation must 
be such as will win the attention of the lis- 
tener and hold it. The suggestions in this 
book are helpful in attaining that end. By 
studying them carefully bankers might be- 
come better public speakers, and even learn 
to say “NO” to an applicant for a loan with 
such pleasing inflection as would greatly mol- 
lify the disappointment of the refusal. 


Wuat Is TECHNOCRACY? 
mond. New York: 
Company, Inc. $1.50. 


EITHER from the novelty of the term itself, 
or because of the new world invoked in its 
name, “technocracy” has taken as strong a 
hold on the public mind as relativity or the 


By Allen Ray- 
McGraw-Hill Book 
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latest jigsaw puzzle. It is the purpose of 
the author of this volume to tell what tech- 
nocracy is, who are its sponsors, and what 
their theories are worth. The attempt has 
been made to put in as plain terms as the 
nature of the subject will permit an explana 
tion of this new cult. If you wish to know 
more about this popular topic of discussion, 
the desired information is here supplied. 
When you have looked behind the scenes, 
and have discovered some of the impulses 
behind this movement, you will probably be 
no longer terrified by it but rather amused. 


PsyCHOLOGY SIMPLIFIED. 
berlain. Springfield, 
Barnes. $1.00. 


DEFINED as the organized knowledge of the 
mind, psychology has been rapidly develop- 
ing in recent years, and is now widely recog- 
nized as an important element of successful 
achievement. To know ourselves has been 
declared of supreme importance. To know 
others — their mental make-up and processes 
is hardly less valuable to those who must deal 
with mankind in mass or in groups. It is the 
aim of this book to present such knowledge 
in a manner easily understood, and to render 
the information gained of practical use. 


By C. W. Cham- 
Ill.: Schnepp @ 
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Why These Huge Vaults? 


a major cataclysm. For a short 

period the forces of law and 
order may suffer a temporary break- 
down before the mass attacks of a 
disordered mob. Organized society may 
peer from barred retreats at unleashed 
hoodlums strutting, in an ecstasy of 
vandalism, through deserted _ streets. 
Presently, of course, the forces of law 
and order will again assert themselves 
and the serenity of society be re-estab- 
lished. But meanwhile, what of the 
securities on which,that society is so 
dependent? What, for example, of 
the very heart of our financial wealth 
deposited in the strong vaults of our 
large city banks? 

Without question, these would not 
be disturbed, even should the above 
hypothetical devastating conditions ma- 
terialize. Vault manufacturers have 
successfully outwitted those who would 
attempt unlawful entry to bank vaults, 
either by craft, stealth, professional 
knowledge, or by mass attack. Just 
what, then, have these banks done to 
provide such protection for the safe- 
guarding of their own securities as well 
as those of their correspondents? 

There is little difference in the 
vaults or one bank from those of 
another except, possibly, as time adds 
new refinements. Being interested in 
what such a stronghold looked like on 
close inspection, the writer had the 
privilege of visiting one of these huge 
vaults, typical of others, through the 
courtesy of one of the larger New 
York City banks. 

Even with such innocent and purely 
social intentions, it took a great deal 
{ time to obtain proper passes and 
vin entrance. In company with a 
nk official and the sales manager of 
the Herring-Hall-Marvin Safe Com- 


Sus day, perhaps, there will be 


pany, manufacturers of this vault, we 
finally descended to the sub-basement 
of the bank. 

Were a bird's-eye perspective pos- 
sible, the vault itself would seem like 
a fortress within a fortress. It is so 
constructed that its walls are separated 
from the walls of the building. 
Rectangular in shape, the walls, floor 
and deck are all reinforced by the 
Rivet-Grip System of Bank Vault Pro- 
tection. This system, installed by the 
York Safe and Lock Company, gives 
as much protection to the steel lining 
of the vault as the vault doors give 
to the entrance way. The system is, 
briefly, a framework of steel sections 
built around the vault lining, so inter- 
locked and rivetted as to form an 
indestructible base for the concrete 
fill-in. The vault is of such a size 
that a hundred and fifty carloads of 
these sections, weighing approximately 
two million pounds, were necessary for 
this reinforcement work. 

Thus the vault is a building in itself. 
So spacious is it that it accommodates 
with ease nearly two dozen strongly 
protected rooms, each with two com- 
bination locks, for the safe-keeping of 
various securities. These rooms, in 
addition to many individual lockers, 
occupy the top floor of the vault. 
Magnitude may best be expressed by 
the simple statement that the vault 
has two floors, and the passing from 
one floor to another is facilitated by 
an elevator. Over a hundred feet long, 
and half that wide, with many rooms, 
two floors, and an elevator—to the 
average person it would sound more 
like an apartment house than a vault! 

From the basement, a passageway, 
having a series of sliding steel doors, 
well guarded, leads to the entrance 
room in front of the vault. Admission 
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beyond the grill work to this room 
may be accomplished only after the 
vault custodian has scrutinized creden- 
tials and found them correct and in 
proper order. Inside the grilled gates, 
it is but a step into the vault itself. 
But that step is a most interesting one. 
The two vault doors, of unbelievable 
tonnage, are as precise and as delicately 
balanced as a fine Swiss watch. The 
doors are so massive that they extend 
several feet below the floor surface. 
Platforms of special design and con- 
struction were necessary so as to pro- 
vide a level walk-way into the vault, 
thus permitting the rolling of omni- 
busses through the entrance. Were 
not the vault doors so sunken below 
the flooring, a ramp would have been 
necessary, at the entrance, of such a 
steep pitch that omnibusses could hardly 
be used. These platforms work on a 
system of counterbalances so that when 
the doors are in the open position they 
elevate themselves by the counter- 
balance weight. When the vault doors 
are to be closed, the additional weight 
of a man standing on the platform 
depresses it three or four feet so that 
the doors may swing into place to form 
as impenetrable a surface as the non- 
movable walls themselves. 

So that the main vault, with the 
bulk of the bank’s securities, may be 
locked promptly at closing time, there 
is an after-hour, or overnight vault 
built into it. This overnight vault is 
an integral part of the other, but has 
a separate vault door of its own at 
one side of the main vault entrances. 
In this way, complete protection is 
given to those securities time-locked in 
the main vault at the close of the busi- 
ness day. In the morning, the securities 
in the overnight vault are transferred 
to their proper rooms in the main vault. 

Every device known to human in- 
genuity has been used to provide 
further protection. During the day a 
microphone arrangement transmits con- 
versations within the vault to the guard 
room so that any unusual disturbance 
is immediately made known to the 
authorities. On closing the main vault 
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for the night, another electrical trans- 
mitting apparatus is switched on’ which, 
at the slightest noise, registers a warn- 
ing with the Holmes Electric Protective 
Company. Should someone become 
locked within the vault, there is a 
telephone with a direct outside connec- 
tion and with it a list of phone numbers 
of officers having the combination to 
the vault. But to trip the time lock, 
should such a contingency arise, the 
combined efforts of both the inside and 
outside parties are required. 

Nor has the personal comfort of 
those who must work in these quarters 
been -neglected. The vault is well 
lighted and completely air conditioned. 
The entire atmosphere of these quarters 
is one’ that is not only briskly business- 
like, but comfortably pleasant as well. 

Of particular interest is the metic- 
ulous care given to the transportation 
of securities from the vault to various 
banking departments, and vice versa. 
On the upper floors there are various 
departments handling securities. Each 
of these departments is completely en- 
closed in a strong steel cage. Securities 
brought to any one of these depart- 
ments are checked and then transferred 
to an elevator within the department 
cage itself. Exits from this elevator 
lead only to other department cages 
or to the vault. A list of the securities 
so transferred is sent by another route 
to the vault head or vice versa. This 
list is then checked with the securities 
delivered via the “inner” route. 

The phrase “inner. route js used 
advisedly as there are three separate 
and distinct channels of communication 
whereby people can get from one place 
to another within the bank. This par- 
ticular system is typical of the advanced 
bank architecture used in many of the 
large city banks throughout the country. 
One of these thannels is for the general 
public and forms a direct contact be- 
tween the bank and the outside world. 
Another line of communication, inside 
of the first, is for the use of bank 
employes so that they, in the perform- 
ance of their duties, need not mingle 
with the public. And inside of that 
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successor, New York, architects. 


is the third line, or “inner” 
which may be used only by those 
authorized to handle securities. The 
employe lines act as a safety zone 
between this route and that used by 
the public. These three lines, or routes, 
are not, necessarily, visible ones, but 
in actual operation they are as sharply 
defined as though they were. 

In this manner, there is slight possi- 


route, 


bility for the human equation to err, 
either wittingly or otherwise, in carry- 
ing securities from one place to another. 
Securities can travel only between the 
vault and the security departments- 
and even at that they are double- 
checked. Space permits but the briefest 
of descriptions covering only the high 
spots of the superhuman care and 
attention given to the handling of 
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these securities. So complete is the 
entire system, however, that the chances 
for error are reduced to a minimum. 

What greater proof than these costly 
vaults could the public—or correspond- 
ent banks, for that matter—have of 
the unremitting efforts made by the 
large city banks in giving to their 
depositors as perfect a protection as 
human knowledge, science, and intelli 
gence have yet devised. Trivial slips 
and errors might well be condoned 
on the basis that, in the intricate 
multiplicity of details, mistakes are 
bound to happen. Instead, any such 
slips or errors are made virtually im- 
possible through a physical system that 
is, fundamentally, amazingly simple. 
Nor can the craft of an individual, 
the highly developed weapons and oxy- 
acetylene torches of professional crooks, 
or the assaults of a mob in some 
possible future time of riot, disturb 
the physical safety of the wealth en- 
trusted to these banks. Such vaults, 
and vault reinforcing, are tributes 
indeed to the technical perfection 
achieved by vault manufacturers. And 
tributes, also, to the banking heads 
in large cities who, with wisdom and 
foresight, invest in such equipment for 
the benefit of those they serve. 


DAYTIME TIME-LOCK PROTEC- 
TION 


BANK robbery has assumed proportions in 
this country which make it inevitable that 
a fundamental and sweeping change in 
the attitude of banks toward the exposure 
of cash and securities while open for busi- 
ness must take place. 

This is the view freely expressed by 
the leading insurance underwriters of the 
nation. 

Never in the history of this country 
have so many banks been robbed or such 
large amounts of cash been taken by the 
bandits as during the past twelve months. 

Unless something is done to reduce the 
frequency and amount of these losses rates 
for insurance higher than are now even 
thought of must inevitably result. Indeed 
it is intimated that if losses are not reduced 
in some manner it will result in banks 
being required to sustain first a certain 
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amount of the loss before the companies 
are called upon. In other words the banks 
will become primary insurers and the insur- 
ance companies will be required to pay 
only the amount in excess of the deductible 
amount within the policy limits. 

There is no question but what 

banks have an exposure of cash 
amount larger than their actual 
requirements. 
’ During these days the amount’ of cash 
in a bank should be held to the very mini- 
mum and then a very small portion of 
that cash should be kept in the tellers’ 
cages. All reserve cash and _ negotiable 
securities should be under  daytime-lock 
protection at all times while the bank is 
open for business and the time-lock should 
not be set to open until all members of 
the working force of the bank ‘have arrived 
in the morning. 

It is reliably stated that steps are being 
taken by the insurance underwriters to 
require daytime time-lock protection on 
reserve cash and securities. Several com- 
panies have made preliminary investigations 
which have resulted in unmistakable evidence 
of the fact that almost without exception 
banks are in position to give daytime time- 
lock protection to reserve cash and securities 
without the installation of additional equip- 
ment and have indicated almost a universal 
willingness to so protect their reserve cash 
and securities. 

It is freely predicted in insurance circles 
that it is only a question of a very short 
time until daytime time-lock protection will 
be recognized nation-wide as standard bank- 
ing practice and that time-lock protection 
in the daytime will become just as general 
and just as universally observed by all 
banks as time-lock protection during the 
nighttime and this nighttime protection 
has been universal among banks for over 
half a century. 


some 
in an 
necessary 


A NEW AND EFFECTIVE 
COUNTER DISPLAY 


IN CONJUNCTION with their Multi-Color 
Bank Advertising Service, the Elliott Service 
Company of New York have recently placed 
on the market an illuminated display for 
counter use. 

This display employs the Multi-Color 
Bank Subject photographs on double emul- 
sion paper, hand colored, so successfully 
introduced last year as an exclusive Elliott 
Company product. With the new fixture 
these photos, covering all bank activities, 
may be displayed to great advantage on 
the counter or table in the lobby and 
provide an interesting, effective and inex- 
pensive medium for departmental advertising. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


THINGS LEARNED IN 1932 


“That trying to keep pace with the 
Joneses isn’t esential to happiness. That 
a man may be broke and yet be intelli- 
gent and a gentleman. That the largest 
fortunes can collapse very easily. That 
even our best minds are not so awfully 
profound. That the deflation of our 
conceit has been considerable. That no 
one of us is so terribly important. That 
we are all very dependent upon each 
other for our welfare.”"—Daniel Rand. 


DEFENDS INVESTMENT 
AFFILIATES 


“We are of the opinion that con- 
servatively operated investment banking 
affiliates, which in the aggregate are now 
doing well over half of the investment 
banking business of the country, con- 
stitute not only a desirable but an essen- 
tial element in the financial machinery 
of the United States.” — Charles E. 
Mitchell, chairman, National City Bank, 
New York. 


REMOVE BARRIERS TO TRADE 


“We must endeavor to induce other 
nations to open their markets to us, and 
this we can accomplish only by not 
monopolizing our own. Not by govern- 
mental restrictions and monopoly will 
the world make its way out of the 
present era of depression, but by accord- 
ing to its peoples a wider measure of 
freedom.”—Samuel Seabury. 


WILL RESUME UPWARD TREND 


“The experiences of the past would 
lead us to believe that time and such 
revolutionary changes as are constantly 
taking place will, as in the past, bring 
us out of our trouble, and—unless in the 
meanwhile revolutionary changes inter- 
fering with progress have been made— 
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we shall continue in the normal upward 
trend which has characterized at least 
the last hundred years, and, as a whole, 
the periods prior to that.”—Bancroft 
Gherardi, vice-president, American 


Telephone & Telegraph Company. 


SHOULD WE BALANCE THE 
BUDGET? 


“The national deficit at the present 
time is caused in large part by emer- 
gency items, many of a capital nature, 
which will be repaid. It seems highly 
illogical to force the country to meet 
these heavy expenditures at a time when 
it is least capable of doing so. The 
budget in good reason should be viewed 
over a period of years including both 
the prosperity and depression phases of 
the business cycle. It should be con- 
sidered a satisfactory compliance with 
the canons of sound public finance if it 
balances over this period. As a further 
argument on this point, we might point 
out that recovery in previous depres- 
sions has always commenced before the 
national budget was balanced and that 
the balance of the latter was not the 
cause of revival but rather its result. 
Some people are asking the shoemaker 
to produce a full assortment of shoes 
before he goes to work.’—Bradstreet’s 
Weekly. 


REPLACEMENTS NEEDED THIS 
YEAR 


“The many things which people did 
without, or rather postponed getting, 
will be needed in large quantities in 
1933. To provide these items which 
have now become real necessities, fac- 
tories are reopening throughout the 
land, giving re-employment to thousands 
and thousands. It is, therefore, my 
opinion that this will be the year in 
which business will turn the corner.”— 
Isaac Liberman, president, Arnold Con- 


stable & Co., New York. 





ADVERTISING AND PUBLICITY 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND 
NEW BUSINESS EFFORT BY AMERICAN BANKS 


Has Bank Advertising Reached a Saturation 
Point? 


HO runs a bank’s advertising, 

\ X | anyway—the banker or his ad- 
vertising head? Does the banker 

feel that because of his knowledge of 
banking, bank policy—and of mass psy- 
chology—he must be a safety valve that 
tamps down the enthusiasm of his ad- 
vertising man? And does the advertis- 
ing man feel that because he knows copy, 
layout, appeal—and mass psychology— 
he can better interpret the bank to the 
public if his creative genius travels an 
untramelled path? Do these two forces 
battling against each other, with the best 
intentions no doubt, produce soggy, drab 
and colorless advertising? Or is there, 


between these two extremes, a happy 


medium which brings out the best in 
both and thus presents sound banking 
messages, pleasingly arrayed, to an in- 
terested public? 

All of these questions are, of course, 
purely academic. The banking-advertis- 
ing dog fights that take place daily find 
their counterpart in the business field 
where the advertising department is 
equally at odds with the merchant whose 
goods it is trying to sell. Advertising, 
whether bank or commercial, is still ad- 
vertising, and its problems either with 
bankers or with merchants are, to a cer- 
tain extent, similar. Unquestionably any 
system that provides balance and counter- 
balance is a healthy one. But, also un- 
questionably, any system, no matter how 
good, may be improved just as long as 
human brains retain their power for 
further development. 

With so many critical ideas floating 
about relating to banking and to bank 
advertising, it is sometimes difficult to 
sort the justifiable from the unjustifiable. 
Perhaps it might be refreshing to turn 
from bank advertising to a phase of com- 


mercial advertising and some authorita- 
tive criticism of it. Presuming a simi- 
larity between the two, however funda- 
mental, there may be a few suggestions 
in such a criticism that will be helpful 
to those associated. with banking pub- 
licity. 

I. A. Hirschmann, publicity director 
of Lord and Taylor, speaking before the 
National Retail Dry Goods Association 
in a recent convention held at the Hotel 
Pennsylvania, New York, stated that 
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HERE'S nothing tike the 

magic of regular saving to get 

you out of a hole, and help you yor 

get your share of life's joys. Put 

away » few dollars each week and an 
how row... interest 





This new campaign, sponsored by Group 
V Savings Bank Association of New 
York, stresses the personal appeal of 
human enjoyment. Saving has always 
assisted people to the satisfaction of their 
desires. Emphasize this point, construc- 
tively, and people will save. The art 
work adds the necessary cheerful tone 
and gives life to the copy. Perhaps 
saving might be a pleasant thing to do 
after all. 
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580 Thousand 
Dollars... 


Depositors of the American Banks 


have already received $556,504 78 in 


42 Times 


the Average 


During September the customers of 


5 Thousand 


New Interest Accounts 


From January Ist to September 28th 


interest this year 


Not only were depositors paid this 
amount in profits as unterest but they 
had the satisfaction of knowing their 
principal was available at all times for 
emergencies at 100 cents on the dollar 
and that the rate of interest spect 
fied must and would be paid 


You too. should .share in the interest 
profes by this institution during 1932 
and subsequent years Open an interest 


all che 372 banks in Tennessee paid 
to the Federal Government a tax on 
checks of approximately $51,00000, 
an average of $137 10 per bank 


Of this amount, customers of the 
American Banks paid $5,770.46 equal 
to 11-31/100 per cent of the coral or 
42 umes the average 


In other words, customers of the 
American Banks transact 42 times as 
much business by check as the custo- 


of this year. 12,664 new accounts were 
opened with the American Banks Of 
these, 5,388 were interest accounts 


5,388 mew customers have begun 
to create a security fund with the 
Amenican Banks chis year 


wence has brought to them a 
realization of the importance of bud- 
geting their income first wem of 
importance m any budget 1s the crea 
tion of a reserve for emergencies 


account at any of the convenient 
offices 


Oe oe memes em npn wo a tere 
heme oe ae caterer arenes babe 


} Ban KS 


The Amenies Nesool NIA CHVILLE Nesiwintend Amenze 


mers of the average bank in the Sute 


re KS 


Te Ancien Nesom! NASHVILLE “sills ant American 


Follow the example of these 5,388 
and protect your future by opening 
an interest account here 


(ese a emrgeny tr ope! 0 ew see 
scooters 


Pisin an KS 


tea The Ancien Nasional NASHVILLE Naite on aed 8 Amerie 


Other ads, of this series already mentioned, designed to interpret the bank to its public 

by explaining directly the service rendered. The appeal, of a dollar and cents nature, 

shows the constructive progress of the bank, of the community, and therefore, of the 
individual. 


“merchants generally admit that about 
20 per cent. of their potential volume 
walks out of their stores for lack of mer- 
chandise.” 

It is quite possible that bankers lose a 


like amount of profitable banking busi- 
ness, not so much from lack of mer- 
chandise as from lack of proper selling 
efforts, completely rounded, that would 
better attract the public to the good 
services which they offer. 

Be that as it may, let us see what else 


Mr. Hirschmann has to say. He con- 
tinues: 

“Now, why talk about advertising if 
the fundamental things which make or 
break a business are not only found 
wanting but, through the stress of 
troubled days, are slipping dangerously? 
Assuredly I believe in advertising. Id 
be a fool if I didn’t. But there are 
stores all over the country, and that in- 
cludes New York, that, I believe, would 
do better by themselves, the newspapers 
and the customers if they called a mora- 
torium on advertising until they got 
their houses in order. 

“Many of them cannot make up their 
minds what kind of a store they want 
to be. They blow hot and cold, keep 
the organization in a turmoil, and expect 
advertising to pull.” 


Mr. Hirschmann’s points are well 
taken—but just what is their counterpart 
in the banking field? Many bankers are 
of the opinion that now is the time to 
say nothing. Possibly they are paying 
strict attention to the getting of their 
own houses in the proper order. If so, 
their attitude can only be construed as 
being commendable. But what of the 
bankers who feel that their houses are in 
proper order. Do they, too, blow hot 
and cold and keep their organization in 
a turmoil? It is, of course, impossible 
to estimate the number of good adver- 
tising campaigns that died a_ violent 
death at the hands of some bank execu- 
tive, either justly or unjustly. But it is 
safe to say that more than one campaign 
has been sufficiently mutilated so that 
when it did make its public appearance 
its condition was so devitalized that it 
did not pull in accordance with expec: 
tations. The result being, of course, 
another black eye for bank advertising. 

But to go on with Mr. Hirschmann: 
“Why are merchants permitting their or- 
ganizations to become confused with mer- 
chandise men doing controller's work, 
control men doing merchandise men’s 
work, both of them doing advertising— 
and no one really doing any good old- 
fashioned merchandising. If this were 





ADVERTISING AND PUBLICITY 


justified in any sense during the cream- 
puff days, why is this not punctured once 
and for all? Where are the merchants 
of yesteryear? I have no quarrel with 
merchandise men—or controllers—and 
of course not with advertising men. But 
I have with the presiding heads of these 
companies who refuse to recognize the 
shirt-sleeve era when it is here. The 
time is past when a merchant or a mer- 
chandise man can get away with playing 
with type faces or looking at layouts 
instead of merchandise. We're either 
merchants or we aren't and the sooner 
we find it out the better for all!” 

Transferring these remarks to the 
banking field may cause the banker to 
be filled with a large amount of disgust, 
and his advertising man to run his hands 
together in the approved I-told-you-so 
fashion. Neither attitude would be 
strictly justifiable. But bankers, in their 
anxiety to be irreproachable, have, per- 
haps, dabbled too much in bank adver- 
tising. This does not refer to the execu- 
tive who passes on bank advertising 
policies. But another interesting, and 
impossible, survey might be made of the 
number of sleepless nights bank adver- 
tising men have spent after some bank 
oficer, entirely divorced from the pub- 
licity department, put in an unfriendly 
oar because the artistry in some ad didn’t 
meet with his esthetic taste, or the copy 
wasn't high-toned enough to be in keep- 
ing with the dignity of his beloved in- 
stitution. The question the bank adver- 
tising man tried to solve, as he tossed 
through the small hours, was what 
brought in the most business—the marble 
balustrade, or the less pretentious public? 

It might be supposed from all this 
that the banker has no place in bank 
advertising. But this is not so. Let us 
go on with Mr. Hirschmann and his 
department stores: 

“And while I’m asking questions, why 
do the merchants let their advertising 
men get away with such lying adver- 
tising? Lord knows they know what's 
going into the papers. They scan proofs 
almost with microscopes. Many of them 
tewrite the ads. I haven't yet found a 
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merchant who didn’t think in his heart 
of hearts that he was a frustrated writer. 
Simply doesn’t have time to write, etc. 
You've all heard of it. Well, most ad- 
vertising is full of lies, misrepresenta- 
tions, extravagant phrases the merchant 
himself would never permit in his con- 
versation or his home. Why, if he keeps 
such an eagle-eye on the advertising 
department, doesn’t he stop this once 
and for all? He can do it.” 


Not that the bank advertising man is 
given to lies, or misrepresentations. The 
Financial Advertisers Association has 
pledged itself, above all things, to honesty 


For Business Men in 
Towns Without A Bank! 


You must have a bank in your business 
You cannot move your business out of 
your home town, so this bank—The Old 
est National Bank in Florida—is at your 
service through the “Bank-By-Mail 
Method 


This System brings your bank as near to 
you as is your Postoffice 


The Barnett National Bank and its affil- 
sated banks, located at St. Augustine, 
DeLand, Cocoa and Avon Park, have a 
combined capital, surplus and undivided 
profit of over $3,000,000. 


All of these banks are in 
the Federal Reserve System 


Since the founding of this bank in 1677, 
it has at all times been ready to extend 
every banking service needed; also to 
meet the legitimate demands of som- 
mercial, industrial and agricultural cus- 
tomers for credit—Such credit extension 
for legitimate business purposes, in con 
nection with which there is a sound defi 
nite plan of liquidation, is an important 
function of this bank 


Tht mewage be directed exper tat 
fy te Communities having mo bank 


Affiliated Banks 


The Barnett Notions! Bank of Delend 
The Barnett Nations! Bask of Cocos 
The Barnett Notions! Bask of Aves Park 


NATIONAL BANK 


JACKSONVILLE 


By use of a rather abrupt border and 
layout, space dominance is given the 
series. Each ad features some par- 
ticular phase of the bank's service 
to the community. Proper balance of 
all parts produces a pleasing effect. 
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THEY SAVE 


R. ANTON ZAREWSKI is a substantial 
citizen. He owns a large warebouse down 
by the river, considerable real estate, and on the 
whole is regarded as well to do. 
But when Anton and his Polish parents came to 
America he was a 12-year-old boy who had known 
poverty. There were no banks like The Wilhams 
burgh iw Poland. And not much to put in them, if 
there had been 
Anton began saving when he started working, six 
years later. Not much at first. But he worked hard 
his savings grew steadily— and then more and 
more rapidly And this 81-year-old bank 
7] kept them SAFE the foundation of 


% 
7 
As 


Gi 


his later investments and enterprise 
Ask Anton if it pays to save — he 


knows' 
Send for booklet, “Banking by Mail 


*™\ViLLIAMSBURGH 
SAVINGS BANK 


Hanson and Ashland Places 
Broadway at Driggs Avenue 
Baooxiyn, N. ¥ 


Open Mondays until 7:00 p. m. 


As a sequel to the “They Saved” 
“They Save” 
is that, 


series. 


campaign last year, 
In each of the above ads from this series, 
no matter how humble the present circumstances or social status, 


yg 


(g ¢ 
. We) 


uF Sa ve 


Two generations of saving put 
Grace Alstaurs where she 1s today. 
In 1862, a gvyearold boy saw his 
soldier father brought home from 
Antietam, leaving a widow with 
only a glonous memory,a war nb- 
bon, and—later—a small pension 
When little Jimmy went to work, 
his mother helped him start a sav- 
ingsaccount in The Williamsburgh. a lovely living document of how 
This was always kept up. Through saving can change one’s station in 
the passing years the deposits be- life. 
Send for booklet, “Banking by Mail 


They 


came larger and more regular 
His son grew up, and he too was 
taught to save, also in this SAFE 
81-year-old bank. Both made other 
and good investments, but their 
savings accounts were the back-log 
-the corner stone—of the estate 
they eventually established. 
Grace 1s Jimmy's granddaughter 


est 1088 


*\ViLLIAMSBURGH 
SAVINGS BANK 


Broadway at Driggs Avenue 
Hanson and Ashland Places 
Baoortry, NY. 


Open Mondays until 7:00 p. m 





the Williamsburgh launches a 
the dominating note 
accumulated 


savings bring security—and through that security an elevation of personal position. 


In addition to newspapers, 


and truth in its statements. But en- 
thusiasm is enthusiasm and will never be 
anything else. Someone not playing the 
cards, but watching the hand being 
played, is necessary and valuable. And 
that someone is the bank executive whose 
pleasure or displeasure is final. It is to 
the eternal credit of this co-operation 
between bankers and their advertising 
heads—and may it continue to increase 
—that bank advertising, in the main, has 
been clean as a whistle. Competitive 
ads have been tabooed; rash statements 
and claims have been non-existent. In 
many cases, co-operative advertising 
among banks in certain localities has 
been instituted when the exigencies of 
the situation so demanded, and the 
critical period successfully passed. In 
others, where such exigencies ceased to 


billboards are being used. 


exist, or never did exist, competition in 
bank advertising, no matter how brisk, 
has been clear-cut and straightforward. 
In times as trying as the past three 
years, an even balance is sometimes hard 
to maintain. That bankers and bank 
advertisers have been able to maintain 
it so well is a compliment to them both. 
And yet, is it not plausible that, with 
necessity the mother of invention, these 
same trying times will bring forth a 
broader, firmer understanding and a 
closer co-operation between these two 
factors—between the banker, repersent- 
ing the final responsibility, and the ad- 
vertising man, representing the best 
brains of his profession? And on such a 
basis, will not bank advertising increase 
its efficiency to the everlasting benefit of 
the general public—and to banking? 
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HOW BANKS ARE ADVERTISING 


THe Bank of America (California) is 
not confining its publicity activities to 
advertising optimism and confidence to 
the general public, but is doing an in- 
ternal job as well. “The Deposit 
Builder” is the title of a four-page paper 
circulated among the bank’s employes 
and published by the Business Extension 
Department. This paper contains timely 
and pointed articles by executives in all 
departments, designed to enlighten and 
encourage the employes, and inspire them 
to keep pace with the outstandingly 
progressive policies of this courageous 
and successful institution under the lead- 
ership of A. P. Giannini. The January 
4, 1933, issue of “The Deposit Builder” 
prints in bold type at the head of the 
first page ““We Have Sought to Lead, 
Not Follow,’ says Chairman Giannini” 
—which epitomizes the entire spirit and 
message of the paper. The articles are 
written by the executives, each article 
accompanied by a small picture of the 
author. They are short, straightforward, 
direct. The whole thing is decidedly 
readable and distinctly a live means of 
achieving co-operation and understand- 
ing on the part of everyone in the Bank 
of America. 
—o— 


AT last someone has had the courage to 
do something about bank statements. As 
a rule, these are necessary evils, issued 
when required, always in the same stereo- 
typed form whether printed on, news- 
print or engraved on expensive stock. 
Bankers may read them as a matter of 
duty. The layman throws them into 
the waste basket. The prospect of sit- 
ting down in a concentrated effort to 
decipher a list of figures, labelled in for- 
bidding terms, is not one to lure the 
average person. So, to forty-nine people 
out of fifty, a bank statement has re- 
mained a meaningless waste of paper and 
ink. 

As a matter of fact, the information 
contained in a bank statement is in- 
tensely interesting and significant. Be- 
hind it is a fascinating story in which 


the man-in-the-street would be eagerly 
engrossed were it only presented to him 
in a language he could understand. The 
bank wants the man to become aware of 
what a fine institution it really is and 
what is being done and what it can do 
for him; the man wants to know all this 
about the bank, what it represents and 
what it can do for him. The ordinary 
bank statement will not bring these two 
together. What it has to say is sufficient 
and more: the unintelligible language it 
is presented in is the barrier that has so 
unfortunately hidden it. 

The First National Bank & Trust 
Company of Montclair, N. J., has 
adopted a means for the intelligent treat- 
ment of bank statements. It has put out 
its statement in a four-page folder which 
anyone can readily comprehend and 
which is bound to intrigue the attention 
of anyone at all interested in the sub- 
ject. This folder has a cover which is 
artistic—a symbolical figure of a sower 
depicting the caption “A Bank of 
Strength, Notable in Growth.” The idea 
is instantly and naturally registered in 
the mind of the average man by this 
illustration, a result which hours of pour- 
ing over bankers’ figures might fail to 





Commercial Banking 


Commercial loans made to firms 
and corporations based upon their 
record, financial strength, and 


management 


Harris Trust and Savings Bank 


Ongamaed NW Harr & Co U2 


Anconpea aed 


Thrptbems ote 80 





| 
| Harris Trust Building, Chicago 
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A straightforward presentation, pleasing 

in its simplicity. The abundance of 

white space gives dominance to the copy 

which, because of its singleness of pur- 
pose, reaches the mark. 
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USEFUL LOANS 


THE FIRST NATIONAL BANK OF ATLANTA 
has authorized extensive lines of credit in the past—it will 
continue to do so for responsible customers. 

Unless credit is extended wisely it benefits no one. Loans 
extended on a sound basis benefit the borrower, the com- 
munity and the bank. This institution is glad to have good (“_.) 
loans—which will benefit the borrower and add to trade 


and industry of the community and A 
section. \ 
Cooperation with sound Southern = 
business is a duty and a privilege of ‘ 

the South's largest bank. Lt 
Crk FIRST 


NATIONAL BANK ¢ Atlanta 


Checking Accounts + Savings Accounts» Trusts 


Commercial and Personal Loans 
TRUST COMPANY of GEORGIA 
t Javerimencs jortgage Loans Banking 


“THE BUSINESS ALLY OF THE SOUTHEAST” 


USEFULNESS and 
LIQUIDITY 


Liouiwiry has 


}OIN OUR 
1933 Christmas 
Savings Club 


( 


NATIONAL BANK of Alanta 


erctal and Personal Loan 


TRUST COMPANY t GEORGIA 
Teast Inc erimen Mor i Banking 


THE BUSINESS ALLY OF THE SOUTHEAST 


People felt, in many instances, that banks had not lived up to their responsibilities and, 


perhaps, that communities could do without them anway. 


This series has already been 


mentioned in this department, but the above reproductions of later ads show how closely 


the “Usefulness” theme has been adhered to. 


The copy is, of course, educational, but 


it aims at a definite objective which to a considerable extent has been reached. 


accomplish. Of the other three pages, 
only a half-page is occupied by the actual 
statement in the conventional form. The 
rest is devoted to a simple, direct ex- 
planation in terms which are familiar to 
the layman and which cannot fail to give 
him a distinct impression of the signifi- 
cance of the situation. The folder 
achieves its purpose quickly and easily 
and destroys one of the lamentable bar- 
riers between a bank and the public. 
Why it has taken so long for banks to 
utilize the richest source of advertising 
and publicity material available to them 
-—the vast fund of information contained 
in their statements—is a mystery. Now 
it has been done, surely it will continue. 


-@)-- 


OF unusual interest to bankers is 
the advertising appearing in the New- 
ark, N. J., newspapers of the Fidelity 
Union Trust Company. This bank is 
directly out for insurance trust business 
and says so. The heading of one of the 
ads “Look at Your Life Insurance 
Through the Eyes of Your Family!” is 
followed by an effective illustration, be- 
low which is copy in plain words, not 
brilliantly literary, but impressive solely 
on the merits of the facts it states. Then 
it presents the services of the bank along 


this line in the last paragraph. This ad- 
vertising is conservative in subject, and 
also in treatment, but the result is just 
compelling enough to be striking without 
overstepping the bounds of good taste. 


—@— 


THE First National Bank & Trust Com- 
pany of New Haven, Conn., is launch: 
ing a campaign of historical advertise- 
ments based on the idea that, just as 
certain public service companies with 
dramatic histories of development have 
become indispensable in daily life, so the 
First National Bank has become an in- 
tegral part of the community. This is 
by no means a novel plan, but is is 
usually a dependable one on which to 
set up a local campaign because the ap- 
peal can be made more particular and 
less vague and general. 

The first of this series depicts the 
“crude switchboard of the first commer’ 
cial telephone exchange in the world, 
opened in New Haven January 28, 1878, 
fifteen years after the founding of this 
institution.” There were no telephone 
numbers, names being used instead. The 
ad continues its copy with a list of the 
names appearing in the first directory 
(telephone) issued in 1878 and found 
today in the 1932 directory, which gives 
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a personal touch to a subject which 
might otherwise be a trifle cold. Then, 
appropriately enough, just above the 
signature of the bank, appears the line 
“The telephone number of The First 
National is 5-1151.” Such a series is 
purely institutional and does not directly 
sell the individual services of the bank. 
To produce institutional advertising 
which people will want to read: when 
they see it is an art. If this First Na- 
tional campaign continues as well as it 
has begun, it should accomplish this end 
among New Havenites. It injects just 
enough of the personal and local in- 
terest to catch the attention of the in- 
dividual,. yet maintains the “dignity” 
traditional to institutional copy to build 
up the prestige of the bank. 
—-@)}— 

ONE graphic analogy is worth pages of 
abstract argument and the Bay Ridge 
Savings Bank of Brooklyn, N. Y., 





ny with check book paying some bill. To the extent of my 
- A sll, wrute a check, mane, and the transac 
rep Be poe beck ovo lege seceipe 
down to the bank and sad—"I am “The Man-on-the 
pad y check. Let me follow one of those checks the 
t a what «happens to it when it comes to the bank.” 
appen: to checks 





rry a good average balance um my checking account 
¢ bank earns 6°. on my balance, they get only fifty cents a 
ce, plus the check books, pass books and monthly 


The TAN-ON-THE -STREET 


IZENS & SOUTHERN 
| ican BANK 


Ne Acomunt Too Large... Nee Too Small 
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realizing this, is publishing a series of ads 
calculated to bring home the unques- 
tioned but too often ignored facts of the 
savings problem. This series of 8 inch 
by 14 inch ads makes use of forceful art- 
work, a strong headline, gripping copy 
—all skillfully knit together into pieces 
which are very hard to overlook. One 
of the best of this series, following the 
general pattern, has the significant head- 
line “No Air in the Spare!” under a 
line drawing of a man in a cold storm, 
making the dismal discovery that he has 
a flat tire and no air in the spare. The 
copy which follows this up is well worth 
quoting: 


“When the mercury is flirting with zero 
and the wintry winds are cutting enough to 
ice the marrow in your bones, the one thing 
that is more provoking than the sudden 
Sps-s‘s‘s of a punctured tire, is to discover 
that there is no air in the spare. 

“Certainly, it is a let-down feeling if one 
has to set himself up as a shivering sign post 
along the roadside to hail help 
passersby. 


from 





= LOANING MONEY 


Norsune stout s benk is more vitsl to 2 comanunity than 
the matter of loans,” I said to a bank officer. "Tell me frankly what must a banker con 
ander in reviewing a loan request? 
First and foremost—the depositor” was the emphatic reply. “Money placed in 
the bank « there for safe-heeping 
‘Any bank is not only willumg, but anmious to make loans to those who are 
entitled to them. But we must never forget that we are handling OTHER PEOPLE'S 
MONEY. Consequently we are restricted to preferred credit risks and parvicularly 
thowe which mean an economa benefit to the community 
We must connder many factors, among the most umportant of which are 
Character of the applicant 
Purpose for which the money u co be used 
Earning power and abiiey of che appican 
Fcondect of ha bosinam 
Drenien of Giron 
Safety of the loan 
Conviction as to how the loan will be repasd 
The fact that credut « refused need be no reflection on the applicant Has unten. 
toon and sntegeity are probably of the finest, but unless the proper safety « assured we 
must refuse, because a sound bank cannot gamble with other people's money.” 
As reasonable people, we must admit that there are undoubtedly the principles 
which keep sonnd banks wound 


The. MAN-ON-THE -STREET 


SKTIZENS & SOUTHERN 
= NATIONAL BANK 


nf Ne Account Too Laige...Newe Too Small 





o explain the intricacies of banking functions and principles, this bank visualized the 


ind of the average person having a banking connection. 


As is shown here, the bank 


aced the average man right in the advertisement and conducted him personally through 


brief course in banking. 


By adopting a human, 


readily readable, and somewhat 


cezy attitude in copy and layout, the bank is assured of the public’s interested atten- 


The “Man-On-The-Street” 


likes to know what happens to his money, and given 


understanding, he will have greater confidence in banking. 





(omntruccion Loans 
to Help Build Small Homes 


Tuis bank is now ready 
to make construction 
loans to customers who 
want to build their own 
homes. 


This is part of the nation- 
wide effort to put more 
dollars to work, put more 
men to work, encourage 
material-buying, and point 
the way toward a general 
business recovery, foe 
tered by banks and by the 
government and aided by 
the Reconstruction 
Finance Corporation. 
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the first to receive the 
benefits of improved 
credit conditions. 


In Cleveland today there 
are hundreds of men, with 
a few thousand dollars put 
away, who would like to 
tal.e advantage of present 
rec.arkably low building 
costs, and build, for their 
families, the sort of homes 
they have always wished 


to own. 


We desire to encourage 
especially the building of 


these small homes; and 
We believe that thrifty therefore, we are limiting 
citizens, of the home-own- the amount of any one 
ing type, should be among loan to 85,000. 


Applications fer construction loans may 
be made at any of our offices after July Ist. 


“UNION TRUST: 


Advertising a new bank 
Union Trust presents this clear-cut, 
pleasing layout. Note how the heading 
balances the art work and the substantial 
typography, especially of the bank name, 
supplies the exact foundation for the 
copy and suggests an equally substantial 
foundation for the bank. 


service, the 


“Another time when that let-down and 
out-in-the-cold feeling comes is when one 
wants or needs money and doesn’t have it. 

“Money in a Savings Bank is ‘air in the 
spare’ and ready when emergencies, desires 
or demands for cash arise. 

“The highways of life hold many surprises 
and there is not anything that prepares one 
to meet them like the steady, weekly saving 
of some money. 


“This Mutual Savings Bank, which has for 
twenty-three years guarded the savings of the 
people of this community without the loss 
of so much as a single penny, will welcome 
your account regardless of its size.” 


- © - 


THe Green Point Savings Bank of 
Brooklyn, N. Y., adapts its newspaper 
advertising to the medium in dramatically 
presenting a story of interest to every- 
one. It is an exciting news item—not 
fresh news, but news of such historical 
importance as to be perpetually thrilling. 
It uses the story of the laying of the 
Atlantic cable, and the difficulties en- 
countered in that wonderful undertak- 
ing, to capture the attention of the news: 
paper reader. This is neatly tied up 
with the present economic situation and 
the functions of the bank in this crisis. 
The headline under an illustration of the 
scene is “Twice Before the Cable Had 
Snapped,” and the following copy tells 
the story of the failures preceding ulti 
mate success in the laying of the cable, 
and of the fighting spirit of Cyrus W. 
Field, who tried until he succeeded, in 
the face of the world’s disbelief, in bring- 
ing his dream into a reality. This idea 
is applied to the present with the para- 
graph “If your cable of success has 
snapped and you are discouraged, send 
or call for our free booklet—‘Laying the 
Atlantic Cable.’ History re- 
peats itself. Every individual and nation 
must face difficulties. . . . The 
secret of success lies in believing hard 
times can be overcome. Plan now for a 
turning point in your financial affairs 
by opening a savings account. If you 
stick to the habit of saving, you'll win!” 
The best way to get people to listen to 
you and to induce them into an active 
mood is to dramatize your story and 
make them feel that they are doing some’ 
thing dramatic in following your advice. 
The creator of this advertising puts this 
fact of psychology successfully to work. 





REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


ITH business in an obvious 

stalemate, what is needed is 

some impluse to start action, 
states the Guaranty Trust Company of 
New York in the current issue of The 
Guaranty Survey, its review of business 
and financial conditions in the United 
States and abroad. 


Panaceas and quack remedies of all sorts 
are being offered on every hand. The most 
frequent suggestion is that resort to some 
form of inflation is necessary to bring revival. 
For accomplishing this there are many dif- 
ferent proposals, equally unsound and un- 
workable, but the human inclination to turn 
to some false remedy for treatment of its 
economic ills reaches its climax after all long 
periods of depression, and apparently history 
is repeating itself at present. In the minds 
of many students the parade of panaceas may 
well mark the climax of the depression. 

Many suggestions for the creation of more 
credit and more currency are being offered 
without any apparent study or grasp of the 
situation as these proposals might apply to it. 
There is more credit available today than 
ever before in our history and the outstand- 
ing currency is at its high point, nearly a 
billion dollars more than at the peak of our 
boom period in 1929. The logical deduction 
is that what we need is not more credit or 
more currency, but greater confidence in the 
use of the credit and currency already avail- 
able. So the crux of the situation is the 
restoration of confidence and the crucial 
question is: how may that be stimulated? 

Again the answer seems somewhat obvious. 
If Congress would concern itself less with 
specious remedies and more with fundamental 
correctives, confidence would soon be revived. 
Established government credit through a bal- 
anced budget and a sound basis of taxes 
would mark the beginning of a return of 
confidence. Business like settlement of the 
debt problem, proper adjustment of tariffs, 
relief from the ills and abuses of our bank- 
tuptcy laws, and revision of the anti-trust 
laws to permit control of production, are 
among the positive suggestions that would 
have a constructive effect. Negatively, assur- 
ance on the part of Congress that the public 
credit would be maintained, that the tax base 
would be broadened, that governmental ex- 
penditures would be cut to the bone, that no 
more unsound and wasteful experiments for 
agricultural aid would be undertaken, that no 
attempt to interfere further with our currency 
or credit machinery would be permitted, and 


that there would be no drastic and destruc- 
tive revision of our banking system—this as- 
surance would have a vast effect in relieving 
the public mind of current anxieties and pre- 
paring it for the next step forward, which 
will come when a promise of sound legisla- 
tion and wise guidance along the path of 
recovery is provided. 

The momentum gained in popular support 
for some form of inflation in the last few 
months is far greater than many suspect. The 
people of this country have turned to the 
Federal Government for guidance and leader- 
ship out of the depression on an unprece- 
dented scale, and so elaborate and far-reaching 
have the Government's efforts along this line 
been that in the minds of many the prospects 
for recovery are now more a matter of legis- 
lative action than the operation of natural, 
corrective economic forces. Unfortunately, 
many individuals, weary of the many hard- 
ships and sacrifices occasioned by the de- 
pression, appear to be willing to accept artifi- 
cial correctives that they would have strenu- 
ously opposed several months ago. They 
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have suffered from the unfavorable effects of 
depression with only a limited understanding 
of the economic laws that have been tending 
both to precipitate these effects and to correct 
them. But even those persons with little or 
no knowledge of economics have by this time 
learned that recovery is practically impossible 
without some readjustment in the general 
price level—if not an increase, at least a 
check to the process of deflation. It is only 
natural that they should make a most recep- 
tive audience for any proposals that promise 
to bring some such readjustment. 


A BASIS FOR RECOVERY 


While stating that since the first of 
the year business has been marking time, 
the January 28 New England Letter of 
the First National Bank of Boston finds 
that the basis for recovery is being laid. 

Since the first of the year, business in gen- 
eral has been marking time awaiting more 
definite indications as to the future develop- 
ments in trade and politics. Steel mill opera- 
tions have expanded moderately but steadily 
since the close of last year. At present the 


industry is producing at 17 per cent. of capac- 
ity, compared with 13 per cent. in the latter 
part of December and 26 per cent. a year 
ago. Orders from the automobile industry in 


connection with the manufacture of new 
models are the chief influence in this expan- 
sion, although tin plate production has also 
increased. Production of cars and trucks in 
1932 was about 58 per cent. below the pre- 
ceding year. While sales of automobiles since 
the first of the, year have been disappointing, 
the trade looks forward to a better volume 
of business than in 1932. 

During the past year considerable progress 
was made in adjusting policies and operations 
to present conditions. Individual firms have 
made commendable headway in putting their 
houses in order and placing business on a 
sound basis. A most encouraging feature in 
the industrial situation is the relatively strong 
cash position of most of our large corpora- 
tions, which was made possible by the retire- 
ment of bonds and the issuance of equities 
during the boom period. Drastic retrench- 
ments have been made in operating expenses, 
and budgets have been brought down in 
line with reduced income. A _ surprising 
number of companies, especially small firms, 
are able to show profit at the present low 
level of activity. Any sustained improve- 
ment in business would be reflected in a 
marked increase in earning capacity. Individ- 
uals in all parts of the country are also cut- 
ting the garment to fit the cloth. The reduc- 
tion of about 25 per cent. in the cost of liv- 
ing since the peak of 1929 has helped to 
cushion the strain of the 60 per cent. decline 


THE BANKERS MAGAZINE 


in manufacturing payrolls of the country. 
Those having jobs, however, are being called 
upon more and more to extend aid to rela 
tives and friends out of work. Despite the 
fact that 10,000,000 people or so in this 
country are unemployed, there has been a 
surprisingly small amount of social disorder 
and unrest. Far-reaching adjustments are 
being made in all parts of the country in a 
spirit that has confounded the pessimists and 
augurs well for the future. 


BANKING IN THE FIFTH 
DISTRICT 


Changes in the relations of member 
banks in the Fifth District are thus 
analyzed in the Monthly Review issued 
by the Federal Reserve Bank of Rich- 
mond in the issue of January 31: 


In comparison with condition figures on 
the Richmond reserve bank's statement at 
the middle of January last year, the figures 
on January 15 this year show some marked 
changes. Rediscounts for member banks 
dropped by $28,076,000 between the two 
dates, but the volume of rediscounts a year 
ago was high because of bank failures or 
threatened failures, which caused a number 
of member banks to borrow heavily at the 
reserve bank in order to have funds on hand 
with which to meet emergencies. The cir 
culation of Federal reserve notes also shows 
a marked drop during the year, amounting to 
$12,255,000, the volume of notes outstanding 
a year ago having been exceptionally large 
for the same reason cited to explain last year’s 
total of rediscounts. Total earning assets of 
the Federal Reserve Bank of Richmond 
changed very little during the year, rising by 
$307,000, but the several items making up 
the total of earning assets changed materially. 
In addition to the decline in rediscounts, the 
portfolio of open market paper dropped by 
$7,867,000 during the year, and miscellane- 
ous assets declined $700,000, but there was 
an increase of $36,950,000 in the bank's 
holdings of Government securities. Member 
bank reserve deposits rose $645,000 between 
January 15, 1932, and January 15, 1933, lit 
tle more than a daily fluctuation. The changes 
in the statement during the year resulted in 
a decline of $11,152,000 in the cash reserve 
of the Federal Reserve Bank of Richmond, 
and a drop of 2.29 points in the ratio of 
cash reserves to note and deposit liabilities 
combined. 


MONEY AND CREDIT 


The Monthly Review of the Federal 
Reserve Bank of New York, February 
1, says: 
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With the New York banks continuously 
in possession of a large amount of surplus 
funds, money rates remained at very low 
levels. Effective January 25, the rate of in- 
terest paid by the New York Clearing House 
banks on demand deposits was reduced from 
} per cent. to 4 per cent., and rates paid on 
other deposits were also reduced. This reduc- 
tion was followed by some withdrawals of 
funds by out-of-town banks, and a very active 
demand for high-grade short term invest- 
ments developed. Yields on short term Gov- 
ernment securities, which had risen somewhat 
around the middle of the month, again de- 
clined to extremely low levels, and rates on 
bankers’ acceptances were reduced } per cent. 
further. 

The total loans and investments of report- 
ing New York City member banks showed a 
renewed increase during January, which in 
the four weeks ended January 25 amounted 
to $112,000,000. This increase was due to 
a further increase of $150,000,000 in the 
Government security holdings of these banks 
during the four weeks. There was also a 
small increase in holdings of other securities. 
The security loans of these banks showed a 
net reduction of $50,000,000 during this 
period, but other loans were practically un- 
changed. Net demand and time deposits 
showed an accompanying increase of $131,- 
000,000, which brought the total of such 
deposits to a level approximately $1.300,- 
000.000 above the low point of last March. 

The total loans and investments of report- 
ing member banks in principal cities else- 
where throughout the country showed a fur- 
ther reduction of nearly $300,000.000 dur- 
ing the four-week period. Most of this re- 
duction was in loans, although the invest- 
ments of these banks also showed some de- 
cline. Net demand and time deposits of these 
banks remained practically unchanged. 


AGRICULTURE IN THE 
NORTHWEST 


Some of the conditions relating to 
agriculture in the Northwest are thus 
set forth in the Monthly Review issued 
by = Federal Reserve Bank of Minne- 
apolis: 


The number of cattle on feed on January 
1, 1933, in the principal cattle-feeding states 
in the Ninth Federal Reserve District, Min- 
nesota and South Dakota, was considerably 
greater than on the same date last year. A 
year sgo, short feed supplies, especially corn, 
Produced in these two states in 1931, pre- 
vented many feeders from carrying on their 
usual cattle-feeding operations, but the large 
Increases in the production of feed supplies 


in 1932, together with the favorable ratio 
between the cost of feeders and prices paid 
for prime butcher cattle during the late fall 
and early winter months and availability of 
funds for financing, resulted in a resumption 
of operations by many cattle feeders. 

The number of sheep and lambs on feed 
on January 1, 1933, however, in each of the 
four complete states in the Ninth Federal 
Reserve District was less than on the same 
date in 1932, with the exception of Montana. 
Minnesota and Montana were the only two 
states reporting sheep and lambs on feed on 
January 1 this year in excess of the number 
on feed at the beginning of 1931. 

The 1932 fall crop of pigs was smaller 
than that of the preceding year in each of 
the four complete states in the Ninth Fed- 
eral Reserve District, with the exception of 
South Dakota, which showed a small increase. 
The four-state total, however, was 14 per 
cent. smaller than in 1931. The decreased 
pig crop resulted largely from a decrease in 
the number of farrowings as there were only 
very slight reductions in the number of pigs 
saved per litter. The reduction in the fall 
pig crop, coupled with the reduction shown 
last spring, resulted in 1932 pig production 
that was only 75 per cent. of the production 
in 1931. 


GRAIN AND LIVESTOCK 


According to the Northwest Bancor- 
poration Review grain receipts for the 
last calendar year at Minneapolis, Du’ 
luth, Superior and Omaha were 22 per 
cent. less than in 1931, 48 per cent. less 
than in 1930, and 55 per cent. less than 
in 1929. Aggregate number of live- 
stock receipts at Omaha, South St. Paul, 
Sioux City and Sioux Falls in 1932 was 
16,922,560, which is the smallest to be 
reported since 1927, and, before that, 
since 1922. The decline was not con- 
fined to this region but prevailed at all 
large centers. Cattle received at the 
four northwestern markets were lowest 
in number since 1921, calves since 1929, 
swine since 1927, and sheep since 1928. 
Three of these livestock terminals are 
included in the seven principal markets 
of the United States, statistics for 
which are published weekly, the seven 
being Chicago, Omaha, South St. Paul, 
Kansas City, Sioux City, East St. Louis 
and St. Joseph. In 1932 the northwest- 
ern markets included in the list received 
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38 per cent. of all livestock reported by 
the leading seven, as against 41 per cent. 
in 1931. The slight northwestern re- 
cession in relative position after a period 
of consistent gain was probably due to 
the unusually large proportion that ob- 
tained in 1931, a year when northwest- 
ern receipts were somewhat augmented 
by drouth in certain breeding and feed- 
ing areas; the proportion of all receipts 
in 1932, however, was slightly greater 
than in 1930. In 1931, largest annual 
receipts in history were reported by all 
public markets of this region, the gain, 
aside from some acceleration in liquida- 
tion, being accounted for by the sheep 
division .and by rapid growth of ship- 
ments to Sioux Falls, which market 
trebled its aggregate receipts in five 
years time. 


INDUSTRY IN THE EIGHTH 
DISTRICT 


Further downward trend in industry 
and trade is thus indicated in the 
Monthly Review of the Federal Reserve 
Bank of St. Louis (January 28) : 


Commerce and industry in the Eighth Dis- 
trict during the past thirty days continued 
the almost unbroken downward trend which 
has been in progress since the fall of 1929. 
A majority of available business indices for 
the month of December recorded decreases 
as contrasted with the preceding month, also 
with the corresponding period a year earlier. 
Excepting department stores and some other 
branches of retail distribution directly affected 
by the Christmas holiday trade, all lines of 
merchandising investigated by this bank, with 
the exception of drugs and chemicals, showed 
decreases from November to December, and 
the December volume in most cases was con- 
siderably smaller than for the same month in 
1931 and the average during the past several 
years. At industrial plants, particularly iron 
and steel and others manufacturing heavier 
and more permanent products, operations in 
December fell below the low levels reached 
last summer, and in numerous instances were 
at the lowest point of the present depression. 
The record of production and distribution of 
commodities for 1932 makes an unfavorable 
exhibit in comparison with the preceding 
twelve months, also as compared with the 
average during the past decade. 
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Preliminary reports covering the first half 
of January reflect little change from the dull 
conditions obtaining during the closing weeks 
of 1932. This is true of both distributing 
and manufacturing lines. Many plants which 
had closed prior to the holidays for inven: 
torying, repairs, etc., had not resumed opera- 
tions at the middle of January, and their 
plans for again going into production are 
largely contingent upon current demand for 
their products. Where operations have been 
resumed, reduced schedules are the rule. 
There has been no deviation among mer- 
chants and ultimate consumers from the pol- 
icy of purchasing for actual requirements, and 
this attitude is reflected in commitments for 
raw materials, advance ordering of which is 
in considerably smaller volume than is usual 
at this season. The movement of seasonal 
goods, notably fuels, apparel, and chemicals, 
has been retarded by the mild winter. 
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NOTES 


ELecTion of MILDRED ROBERTS and 
W. H. ANDREWS to be assistant cashiers 
of the Citizens National Trust & Savings 
Bank of Los Angeles has been announced by 
Herbert D. Ivey, president. 


THE CLEVELAND Trust CoMPANY went 
through the year 1932 in a very satisfactory 
manner, President HARRIS CREECH re- 
ported at the annual stockholders’ meeting. 
All directors and officers were re-elected. 
Several promotions were announced. W. S. 
GOFF, assistant treasurer and manager of the 
company’s terminal office, was promoted to 
be assistant vice-president. GEORGE F. 
KARCH and N. V. RIPPNER were named 
assistant trust officers and the following act: 
ing branch managers were named managers 
of their respective offices: FRANK G. BETT, 
West 25th and Franklin; E. R. LONG 
DYKE, Madison-97th and FRED P. JUNG, 
Lorain-Triskett. 


THE MUTUAL SAVINGS BANKS of Greater 
New York are planning to reduce their inter’ 
est rate on deposits from 34 to 3 per cent 
following reduction in interest rates by the 
New York Clearing House to the lowest 
levels on record. 


STANLEY Fietp has been elected chairman 
of the board of the Continental Illinois Na’ 
tional Bank & Trust Company, Chicago, suc’ 
ceeding GEORGE M. REYNOLDS, retired. 


q 
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IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


WINTHROP W. ALDRICH has been elected 
chairman of the governing board of the 
Chase National Bank of New York to suc- 
ceed ALBERT H. WIGGIN, who recently 
announced his decision to retire as a Chase 
executive after 29 years of association with 
the bank. Mr. Wiggin continues as a mem- 
ber of the board of directors and the execu- 
tive committee. Mr. Aldrich was re-elected 
as president of the bank, a post which he 
has held since the Chase-Equitable merger 
in June, 1930. CHARLES S. McCAIN was 
reelected chairman of the board of directors, 
and JOHN McHUGH chairman of the exec- 
utive committee of the bank. 

Wittiam S. Gray, Jr., has been elected 
president of the Central Hanover Bank and 
Trust Company, New York. GEORGE W. 
DAVISON, retiring from the presidency, 
becomes chairman of the board of trustees. 
WILLIAM WOODWARD, retiring from 
the chairmanship, becomes honorary chair- 
man of the board of trustees. The manage- 
ment of the past four years continues under 
different titles. Mr. Gray was born in New 
York in 1897. He served during the war as 
a lieutenant in the U. §S. Navy and was 
graduated from Princeton in 1919. He was 
elected vice-president of the Central Union 
Trust Company, New York, in 1925, and 
since 1929 he has been the executive vice- 
president of the Central Hanover Bank and 
Trust Company. Mr. Davison has been 
president of Central Hanover since 1929 in 
continuation of his presidency of Central 
Union Trust Company to which he was 
elected in 1919 as successor to the late James 
N. Wallace. Mr. Woodward became presi- 
dent of Hanover National Bank in 1910 and 
has been chairman of the board of Central 
Hanover Bank and Trust Company since 
1929. 


AT THE ANNUAL MEETING of stockholders of 
the Guaranty Trust Company of New York, 
the following directors, whose terms had ex- 
pired, were unanimously re-elected: George 
G. Allen, J. Howard Ardrey, Arthur C. Dor- 
rance, Edward D. Duffield, Charles E. Dun- 
lap, Lewis Gawtry, Robert W. Goelet, John 
A. Hartford, Cornelius F. Kelley, Matthew 
S. Sloan and Joseph R. Swan. At the meet- 
ing of the board of directors following the 
meeting of the stockholders, the officers were 
re-elected for the ensuing year. 


THomas N. McCarter has been elected 
chairman of the board, Fidelity Union Trust 
Company, Newark, N. J., thus continuing the 
McCarter tradition and influence in the Fidel- 
ity Union, the largest bank in New Jersey. 


Mr. McCarter succeeds WILLIAM SCHEE- 
RER, who retired December 31 after fifty- 
nine years’ service with the bank and its pred- 
ecessors. The Fidelity Union showed assets 
as of December 31, 1932 of $165,916,475.80. 
THE BOARD OF DIRECTORS of the Mercantile- 
Commerce Bank and Trust Company of St. 
Louis, at its recent annual election, made 
JOHN G. LONSDALE, chairman of the 
board, GEORGE W. WILSON chairman of 
the executive committee, W. L. HEMING- 
WAY, president, and E. L. BLACK vice- 
president. All other officers were re-elected. 
Mr. Lonsdale previously had been president, 
Mr. Wilson chairman of the board, Mr. Hem- 
ingway executive vice-president’ and Mr. 
Black, assistant vice-president. 


“Only $3 for 
all this?” 


You’ll be surprised, too, when you 
see how much luxury and conve- 
nience you can enjoy at the Hotel 
Lexington for as little as $3 a day. 

And here’s another fact that’ll make 
your expense account beam with 
gtatitude—it costs only $1 aday more 
for two persons at the Lexington. 
A room which is $3 for one, for in- 
stance, is only $4 for two persons. 


HOTEL 
LEXINGTON 


Grand Central Zone,LexingtonAve.at 48th St 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen'l Manager 
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LOW RATES 


You can always find 
comfortable rooms 
hospitable service 
and excellent inex- 
pensive cuisine.... 


FROM FOUR DOLLARS 
A DAY 


MARK HOPKI Ns 


THE FAIRMONT 
HOTELS 


OVERLOOKING SAN FRANCISCO 


four minutes from 
Shops and Theatres: 
Garage in building 





Six MEMBERS of the official staff of the Chase 
National Bank, New York, have been ele- 
vated to the position of second vice-president 
from junior titles. These officers were: NOR- 
MAN W. ANDREWS, CARL E. BUCK- 
LEY, PAUL F. COOLEY, WILLIAM C. 
HENCHY, HAYWARD A. HIBBERD, B. 
WALTON ROMEFELT. 

The following were appointed assistant 
managers of the foreign department: AL- 
BERT W. BARTH, WILLIAM C. KUNZ, 
FERDINAND ZEGRI. 


The following were appointed assistant 


managers of the credit department: EARLE 
W. ALLEN, CHARLES L. EVANS, FRANK 
M. GREGORY, WOODRUFF JOHNSON. 

DOUGLAS P. STEWART was appointed 
assistant trust officer. 

The following were appointed assistant 
branch managers: CHARLES J. BURGER, 
CECIL G. GRACE, JOHN T. McMAHON, 
HOWARD R. MEARS, JR. 

James J. Rogers, formerly assistant cashier 
at the 110th Street branch, was appointed 
assistant cashier and manager of that branch. 

Justin Haynes, formerly assistant cashier 
of The Chase National Bank, became an as: 
sistant cashier of The Chase Bank, which is 
an afhliate of the larger institution. 


P. P. Epwarps and E. R. Ormssy were 
elected vice-presidents of the First Wisconsin 
National Bank, Milwaukee, Wis., at the an- 
nual meeting of the board of directors. 
JOSEPH W. SIMPSON, JR. was elected as- 


sistant vice-president. 


THe NortH River Savincs BANK, New 
York City, has elected THEODORE H. 
BANKS, president to succeed CHARLES 
ROHE resigned. Mr. Banks has been a 
member of the board of trustees of the insti 
tution for twenty years. 


AT the annual meeting of the ‘stockholders 
of the Union Trust Company, Cleveland, 
directors and officers were re-elected, and the 
following promotions were made: 

GEORGE P. STEELE, formerly vice-pres- 
ident of the bank, was made an executive 
vice-president. C. B. ANDERSON, formerly 
treasurer, was made a vice-president. R. L. 
WILLIAMS, formerly assistant vice-president, 
was made a vice-president. R. B. PETTIT, 
formerly assistant vice-president, succeeds to 
the title of treasurer, in place of Mr. Ander: 
son. 


AT a recent meeting of the board of directors 
of the State Street Trust Company, Boston, 
CLEMENT W. DEASY was appointed as 
sistant treasurer. Mr. Deasy was associated 
with the National Union Bank at the time 
it was merged with the State Street Trust 
Company in 1925. \WALTER F. PICKETT 
was reappointed treasurer; Messrs. Ernest E. 
Jobling, Frederick S. Millett, Almon B. 
Thorn. and George A. Hill were reappointed 
assistant treasurers. 

J. B. Hastam, for several years manager of 
the credit department, Birmingham Trust & 
Savings Company, has been named assistant 
cashier of that institution. 


Vat J. GrunD, vice-president of Citizens 
National Trust & Savings Bank of Los An 
geles, has been appointed vice-president and 
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manager of the Hill Street Office, according 
to announcement by HERBERT D. IVEY, 
president. He succeeds J. E. FAUCETT, 
who died suddenly on January 4 last. Mr. 
Grund joined Citizens in June, 1929, as vice- 
president and comptroller, coming from Dal- 
las, Texas, where he had been Deputy Gov- 
ernor of the Federal Reserve Bank. In Janu- 
ary, 1929, he became vice-president and 
cashier. Since June, 1930, he has been vice- 
president, engaged in loan activities. 


THe York Wimsett Company of York, 
Pa., has been acquired by the Morris Plan 
Corporation of America. Activities of the 
York company, which has been engaged in 
making industrial loans, will be expanded im- 
mediately to include both a broader extension 
of credits and the installation of a thrift de- 
partment. The name of the company will be 
changed to The Morris Plan Company of 
York. G. W. COOK, president of the Wim- 
sett Company continues in the same capacity 
with the Morris Plan. RALPH W. PIT- 
MAN, president of The Morris Plan Com- 
pany of Philadelphia, becomes chairman of 
the board of the new York Morris Plan 
Company. 

To COMMEMORATE its one hundredth anni- 
versary the Webster and Atlas National Bank 
of Boston has issued an historical calendar 
containing reproductions of old prints show- 
ing Boston activities and scenes when the 
bank was started a century ago. This fine 
old bank has passed through many national 
emergencies but it has met and adjusted itself 
to every situation as it developed. 

Directors of The Morris Plan Company of 
New York have elected WALLACE D. Mc- 
LEAN, former executive vice-president, chair- 
man of the board. ARTHUR J. MORRIS, 
founder of the Morris Plan and president of 
the New York company, was re-elected presi- 
dent for 1933. CLINTON T. MILLER, a 
former assistant comptroller of The Guaranty 
Trust Company, and later vice-president of 
The Morris Plan Corporation of America, 
was elected vice-president and general mana- 
ger in charge of the company’s operations. 


STOCKHOLDERS of the M & T Trust Com- 
pany of Buffalo have voted to change the 
name to Manufacturers and Traders Trust 
Company as of February Ist. At the time 
of the merger with the Fidelity Trust Com- 
pany in December, 1925, the name was 
changed to Manufacturers and Traders Trust 

mpany. After the merger with the Peoples 
Bank in May, 1927, the corporate name was 
revised to include Peoples and become Manu- 
factors and Traders Peoples Trust Com- 
pany This was shortened to the title M & T 
Trust Company in 1929. 


COMING BANKERS’ 
CONVENTIONS 


ALABAMA BANKERS ASSOCIATION. 
gomery, May 18-19, 1933. 

AMERICAN BANKERS ASSOCIATION. Execu- 
tive council meeting. Augusta, Ga., April 
10-12, 1933. 

AMERICAN BANKERS ASSOCIATION. Execu- 
tive manager, Fred N. Shepherd, 22 East 
40th Street, New York City. No date. 

AMERICAN INSTITUTE OF BANKING, Chi- 
cago, June 12-16, 1933. 

AMERICAN SAVINGS, 
INSTITUTE. 
1933. 

CALIFORNIA BANKERS ASSOCIATION. Pasa- 
dena, 1933. Secretary, Andrew Miller, 632 
Mills Building, San Francisco. No date. 

CENTRAL BANK MANAGEMENT CONFER’ 
ENCE. Indianapolis, Ind., March 8-9, 1933. 

CoNNECTICUT SAFE DEPOSIT ASSOCIATION. 
Hartford, April 12, 1933. 

DELAWARE BANKERS ASSOCIATION. 
both, September 7, 1933. 

EASTERN BANK MANAGEMENT CONFER’ 
ENCE. Philadelphia, March 22-23, 1933. 

FINANCIAL ADVERTISERS ASSOCIATION. 
Waldorf-Astoria, New York City, Septem- 
ber 11-14, 1933. Executive secretary, Pres- 
ton E. Reed, 231 South LaSalle Street, Chi- 
cago. 

FLoripA BANKERS ASSOCIATION. 
March 17-18, 1933. 

GrEorGIA BANKERS ASSOCIATION. 
May, 1933. No date. 

ILLINOIS BANKERS ASSOCIATION. 
June 5-6, 1933. 

INTERNATIONAL BUILDING AND Loan Con- 
cress. London, June 6-9, 1933. 

Iowa BANKERS ASSOCIATION. June 19-21, 
1933. Secretary, Frank Warner, 430 Liberty 
Building, Des Moines. 


Bank Buildings 


Mont: 


Buitpinc & Loan 
Washington, February 21-22, 


Reho- 


Orlando, 
Macon, 


Chicago, 


your present quarters or contemplat- 
ing new offices, we believe it will pay 
you to let us solve your problems. Years 
of experience in designing bank build- 
ings qualify us to perform these services 
for you perfectly and economically. 


q" you are considering modernizing 


Booklet sent upon request 


CHAS. A. HOLMES 
Successor to 


HoLMES & WINSLOW 
Established 20 Years 


153 E. 38th Street - New York 
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Kansas BANKERS. ASSOCIATION. Salina, 
1933. Executive vice-president, W. W. Bow- 
man, Topeka. No date. 

KENTUCKY. BANKERS ASSOCIATION. Louis- 
ville, September, 1933. No date. 

MaINE BANKERS ASSOCIATION. Rangeley, 
June 16-17, 1933. 

Mip-WESTERN BANK MANAGEMENT Con- 
FERENCE. Omaha, Neb., March 15-16, 1933. 

Mip-WINTER TRUST CONFERENCE. New 
York City, February 14-16, 1933. Annual 
meeting, under auspices of the A. B. A. 

MINNESOTA BANKERS ASSOCIATION. Min- 
neapolis, June, 1933. No date. 

Missour! BANKERS ASSOCIATION. May 16- 
17, 1933. Secretary, W. F. Keyser, Sedalia. 

MortTGAGE BANKERS ASSOCIATION. Secre- 
tary, Walter B. Kester, 111 West Washing: 
ton Street, Chicago. No date. 

NATIONAL ASSOCIATION OF CREDIT MEN. 
Milwaukee, June 19-24, 1933. 

NATIONAL ASSOCIATION OF MUTUAL Sav’ 
iNcs BANKS. Executive secretary, John W. 
Sandstedt, 34'7 Madison Avenue, New York. 
Swampscott, Mass., May 24-26, 1933 

NATIONAL FoREIGN TRADE CONVENTION. 
Pittsburgh, April 26-28, 1933. 

New JerRseEY BANKERS ASSOCIATION. At 
lantic City, May 18-20, 1933. 

New Mexico BANKERS ASSOCIATION. Al 
buquerque, May 5-6, 1933. 

NortH CAROLINA BANKERS ASSOCIATION. 
Pinehurst, April, 1933. No date. 

OKLAHOMA BANKERS ASSOCIATION. Ok- 
lahoma City, May 23-24, 1933. Secretary, 7 
Eugene P. Gum, 907 Colcord Building, Okla- 7 
homa City. 

PENNSYLVANIA BANKERS ASSOCIATION. At 
lantic City, N. J., May 17-19, 1933. 

Reserve City BANKERS’ ASSOCIATION. 
Denver, 1933. Secretary, J. J. Schroeder, 
162 West Monroe Street, Chicago. No date. 

SoutH Daxota BANKERS ASSOCIATION. 
Mitchell, S. D., June 1-2, 1933. 

SOUTHERN TRUST CONFERENCE. Rich: 
mond, Va., April, 1933. No date. 

TENNESSEE BANKERS ASSOCIATION. Nash: 
ville, May 9-10, 1933. 

Texas BANKERS ASSOCIATION. 
Wells, May 16-18, 1933. 

VERMONT BANKERS ASSOCIATION. Febru’ 
avy 22, 1933. F 

VirGINIA BANKERS ASSOCIATION. Hot 
Springs, June 22-24, 1933. 

WASHINGTON AND OREGON BANK AND 
Trust Orricers. Spokane, Wash., May 13, 
1933. 

WESTERN Morris PLAN BANKERS ASSO’ 
CIATION. St. Louis, February 22-23, 1933. 

West VirGINIA BANKERS ASSOCIATION. 
White Sulphur Springs, June 8-9, 1933. 

WISCONSIN BANKERS ASSOCIATION. Green 
Lake, Wis., June 20-22, 1933. 

Wyominc BANKERS ASSOCIATION. Casper, 
September 1-2, 1933. 
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